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Wrangling over Nazi goid 
Have the Holocaust 
survivors been forgotten? 
Page 19 



Russia 

Why file IMF should come 
to the rescue again 
Martin Woif, Page 18 



Unemployment 
A minimum wage is 
not the answer 
OECD report, Page 7 


Turkey survey 

Yilmaz plays a poor 
hand with some skill 

Separate section 
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Germany plans to 
challenge proposed 
EU ban on tobacco 
advertising 


Analysts revise 
year-end Emu 
interest rate 
forecasts down 






\ 

i 


Germany is to laun^ a legal 
chsdiange against EU plans to ban 
tobaooo advertising, arguing Brua- 
sals is overstepping rts powers. 

The move follows stiff resistance to 
the proposals from the govammant 
end the country’s inRuentlal 
tobacco lobly. Page 20 

Hear Wsstera pressure over itesovD 
Slobodian Milosevic, the Yugoslav 
president, will today come under 
pressure from US envoy Rfchaid 
Holbrooke to comply with western 
demands or tece Nato intervention 
in Kosovo. Page 20 

Sauefions deal in ieopaidy 
The deal between the US and the 
European Union over sanctions 
agahist companies dcring energy 
deals with Iran and Libya is in 
jeopardy because of Congressional 
moves to- reduce the president’s 
fletobiltty to wave economic sane- 
tiorts. ^ga 4 

Caeeh M fonn govermnant 
Milos Zeman, the leader of the 
Czech Repute's Social O«no- 
crats, has been given the chance 
to fomi the first lefKf'Centm gov~ 
emment in Prague since the tea of 
convnunlsm in 1989. Rage 2 

{¥eadi defy EU (m Ind pratBCtkin 
A croes-party airmnce in the French 
partiament h£s defied an EU <firec> 
thre protecting migratory bhds and 
approved legislation extenefing the 
country's open shooting seesoa 
Pages 

KdM says hooligans *8 iSsgrece’ 
Chancellor HebniA Koftt said vio- 
lence by German soccer hooligans 
outside a World Cup stadium was 
a national disgrace and suspects 
should be put on trial as soon as 
possible. World Cup coverage. 
Page 12 

Yellsin warns agatast fnsefan 

President Boris Yeltsin said a woi^ 
tying neo-fteD trerKl was emerging 
in Russia. "Half a century ago our 
country saved the world from tes- 
cism, but today it b in Rus^ tiiat ' 
it b rearing Hs h^/ Mr Yettein 
said. 


Market watdters have been 
revia'ng downwards their ynnr rnrl 
interest rates telecasts for the 1 1 
countries participating in Ema By 
December, tire euro-zone countries 
win har m onise short-term rates te 
a singb level. They range fiom 
about 3.3 per cent in France and 
Germany at present to about 7 par 
cent in babrid. Pages; 

Eurozone, Page 27 

Ciaas of Germany, Etaope's 
biggest maker of combna harvest- 
ers. refected US company Ageo 
and announced it was in talks to 
buy a tractor producer based in 
termer East Germany. Page 23 

RUdWra Mada r an e, founder of 
Nerr^Lambda, the Japanese 
switching maruitectiser In dsputa 
vwth majority shareholder 9ete, 
has resigned teflowing misconduct 
alegations. PageSfi 

: Bayer, the German chemicab and 
I pharmacauticab group, will cut its 
number of dhrisions from three to 
I four by merging its inorganic 
chemicab activtties with other 
business groupSL Rage 23 

GE Capital, the financial seririces 
aim of General Electric, expanded 
its opwations to the Czech Repub- 
ic by buying Agrobanka, a retail 
bank under forced adminbtration, 
for KSSOOm (^Sm). Rage 24 

Usvenal gsiffo* has won a 
foothold in the European theme 
park mwkrt irith the purchase of a 
37 per cent stake In Port Aventura, 
a 2,0aD-acre Spanish project soutii 
of Barcelarta. Rage 22 

Stares In Abtom, the engineering 
group floated by GEC of the UK 
Old Alcatel of Fiance, dosed 
unchanged from their taurxih price 
of FFr2aS (S34] despite heavy first 
day trading. PIclure, Page 21; 
RqMNt PBge24 • 

Seayiam the CanacBan drinlw arxl 
meefia company, b to take control 
of musia group PoiyGram from 
Dutd) consumer ebcironics corv 
cem PNIips In a $10.4bn deal after 
renegotiating initial terms. Rage 21 


Mtest paRs dmnys from Betaras 
I The and Europewi Union with- 
I drew their a mbassadors from Beia- 

' rus In protest after the envoys 
( were shut out of their residsrKres 
I . by President Alexander Utash- 
I : Op enko. Page 2 
l' Carfbbea Jota fbress on fkugs 
I Caribbean army chieb are to step 
: up co-operation to combed narecd- 

I ics smugglers who are Increasingly 
; using the region as a stagteg post 
for Mafficking from South America 
to North America and Eun^. 
i Page 5 

> OECD cfiBcbes foMmam wages 

An OECD report said minimum 
• wages are not the solution to fam- 
ily poverty and can lead to job 
: losses. especiWIy for young 

people. Page 7 

niM tops arte ftndliig tosgoe 

Finland came t^ in a survey of 
arts and museum fondng by the 
^ Arts Council of Engbnd. Page 8 

i - Conssrvatta Wins in Gotoadita 

■. Conservative candidsie Andres 

' Pastrana, a former newscaster and 

! son of a former president, won the 

Colombian presidency by beating 

j hb Uberal rival, Horado Serpe. 

I Pages 

AzaibaQan to JiAi Euapean body 
i /tarbaQan b set to join the Council 
J of Europe by the end of the year, 

j the first country in the Caucasus to 

become a member. Page 2 


Rtfs firet-quarter profit ma^irw in 
its core car business dumped from 
12 per cent to 0.1 percent, iergs^ 
because of the simp fri the 
Bradtian car market Rage 23 

StBde ds Ranca, the stadium in 
Parb built for the Work! Cup, b to 
issue an asset-backed bond to re- 
finance pert of its £260ni (S434ni} 
evstruction costs. Page 21 

IM, the Hungarian dl and gas 
company seeking s partner to 
develop Its refining dnrision. has 
invited bids from multinational oil 
compartea. Page 24 

TTw Eurepaao Csiitral Bank wili 
almost certainly become a ptaysr In 
the gob markd by maMng its 
reserves earn income, gold 
producars were told. Page 30 

Hanwha, toe South Koraerv energy 
and chemiceds group, has sold its 
hydrogen peroxide dwidon to 
KerrUra Chemicab of Finland for 
S39m. Page 25 

Thonaon-CSF, the Frendi defence 
electronics group, has returned to 
m^ority private ownership after 16 
years of state controL Page 24 

EuroPricc^ 

' A comwdsn^ stailsS^ giMe to ttw 
new euo curaiv zoiA bweriaq fon^ 
udnngA btod wto sqdly mnksb. 
PageET . / 
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Tung sets up $4bn 
package to combat 


Kong crisis 



TUng Chse iiwK saM axchaerge rate Bnk to US dollar would remain Reuters 


Hong 

By Jiitei fltodhg and tares Uieas 
ta Hsag Kong 

Ttmg Chee-hwa. Hong Kong’s 
chief executive, yesterday 
waned that the temtory's eeon- 
ozny teced a ‘'very eritical" sitoa- 
tion and announced a UKS32bn 
(gUfan) stimulus package in an 
attenvrt to halt the decline. 

In his starkest aMia «M i i ie. i> L of 
economic prospects, Mr Tung 
admitted that regions! ezises and 
the bursting of an asset-price 
bubble imri pushed Uong Kong 
Into recession. ‘’The effects of the 
turmoil are more tor-reaching 
than we anticipated," be said. 
Gross domestic prodnet would 
probably fall in the three months 
to June 30. the second consecu- 
tive quarterly declizie. 

The pressures facing Hong 
Kong were underlined by the 

anwrtimroniflnt that Standard & 

Poor’s znight cot the territory's 
foreigo emrezusy ratings. The US 
rstiogs agency said growing 
financial sector stralos and the 
risk of as economic dowstzzrn 
could threaten Hong Kong’s abil- 
ity to maintain its ptVdeat Bscal 
policies and traditional non- 
intervmitizmist eoosomzc stance. 

Mr Tuzig and his administra- 
doe rejected conexma that its 


Kongitong 
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decisioa to suspend government 
fond sales, impz*ov8 liquidity in 
the fisaseial system and cut 
iarps signalled a shift from Hong 
Kong's traditional principles. 
‘TVe have not departed hum our 
prudent Gnancial principles," 
said Donald Tsang, BnancM sec- 
retary. "We have worked largely 
QD the supply side:’* 

In a broadcast to the public. Mr 
Tung said the territory would 


stidt to its exchange rate link to 
the US dollar in spite of the cost 
of high interest rates needed to 
defend the peg. He warned of 
“unthinkable consequences" if 
the peg was hrokezr - an event 
that could lead to capital flight 
and a further bout of rcgiDnal 
instability. Mr ’Tung said the 
measures would help Hong Kong 
rebound from a period of painful 
adjustment 

Critics warned the budget defi- 
cit resulting from the absence of 
property revenues undermined 
claims to fiscal prudence. They 
accused the government of bow- 
ing to pressure from property 
developers and of undermining 
plans to increase housing supply. 

' Mr Tung said the predicted def- 
icit of HE$21bD was small com- 
pared with accumulated fiscal 
reserves in excess of HK5450ba. 
He dismissed the govern- 

ment was pandering to property 
companies, argalng that stabilis- 
ation of pn^erty prices, which 
have fallen aboat 40 per cent over 
the past six moaths. was in the 
interests of the community and 
was ziecessary to avoid damage 
to the banking sector. 

Dong Tao, senior regional eooc- 
oanist at Credit Suisse First Bos- 
ton, described the package as 


positive and welcomed proposals 
to ease the credit cruzich to the 
corporate sector. 

to its announeement of a rat. 
mgs review. S&P warned the eco- 
noinic difficulties facing Hong 
Kong would lead to a decUne to 
gross domestic prziduct of 
between 2 and 4 per cent this 
year. While foreign exchange 
reserves of USSSTbn would be suf- 
ficient to support the peg. the 


high interest rates needed to 
defend the cummey link rould 
erode its political support. 

S&P said it was leviening 
Hong Kong’s A+ long-term for- 
eign currency rating. As a oonse- 
quence. it was also reviewing the 
ratings of HSBC, the largest 
hanking group in the territory. 

Earlier in the zlay. the Hang 
Seng index fell 4.5 per cent to 
82M.2]. 


LTCB shar^ fall as Hashimoto appeals for calm 


^ Gffiui Tett aad UtUyo 
Itokanoto te TofejiD 


Ryutaro Hashimoto, Japan’s 
prime minister, yesterday 
appealed tor "inarket trust” in 
the troubled Loog Term Cre^ 
Bank of-Japan and iosisted tihat ' 
the bank, one of the co un tr y ’s 
laigest, did not face an hmoedi- 
ate oi^. 

He vre^ regulatory officials 
and poUtidans to devise a blue- 
laint fbr salvagtog the conntry's 
heavily indebted banking system, 
which is undermhnzig growth in 
the economy. His comments 
reflect growing government 
ahum over the loss of investor 
confidence in LTCB, whose share 
price yestetday plunged YSO, the 
maxirtmTn permitted daily limit, 
to close at Y62 on the Tokyo 


stock pvr.hwngp The yea yester- 
day weakened to Yisail against 
the US dollar, partly because of 
unea.se over LTCB. 

Last week, US and Japanese 
ofEdals intervened to support 
the yen. Leading Uberal Demo- 
cret politicians are now coifing 
tor ahort-tenn controls on capital 
DUtfiows to stop dconestic toves- 
tars from selling the cacreney. 

Mr Hashimoto said: "LTCB has 
no trouble in raising foods for 
the time being.” LTCB vehe- 
mently denied that it faced a 
hqtddity sqoeeze. 

Mr Hashlmoto's concerns were 
echoed by Masaharu Hino, the 
head of Japan’s new Financial 
Supervisory Agency, who said be 
would not allow any banking 
problem to put the banking sys- 
tem at risk. The FSA yesterday 


took over responsibility for bank- 
ing regnlatioQ firom the mtoisfry 
of 

TtonVing analysts warned that 
investor alarm would continue to 
rise if the govenmieDt did not 
quickly perodnee a framewoorii fin* 
tackling banks’ problems. Jim 
McGinnis, analyst at Dresdner 
Kleinwort Benson said: "LTCB 
has become a litmus test for the 
government It will be very diffi- 
cult to restore confidence." 

The ruling Uberal Democratic 
party yesterday said it would 
unv^ fresh pr^tesals to address 
tiie problem on July 8, including 
a scheme to create a so-called 
liridge bank”, which would sus- 
tain lending to sound borrowers 
to the event of a bank bilure. 

The LDP pledge follows an 
appeal at the weekend by finan- 


cial officials from Asian coun- 
tries and the Group of Seven 
countries for Japan to clean up 
its banking sector and halt the 
recent slide in the yen. 

'The need to make a quick polH- 
ical decision on setting up a 
bridge bank has become mmr 
urgent to the face of LTCB’s 
problems. The LDP baa suggested 
that LTCB should be nationalised 
and become the core of a future 
"bridge bank”. 

Some LDP politicians are still 
trying to pei wurie other banks to 
merge with LITS. Several poten- 
tial merger candidates have 
already refused, including Swiss 
Bank Corporation, whic h 1^ 
three joint vezitures with LTCB. 

Traders yesterday reported 
that the so-called "Japan pre- 
mium” was rising again. The pre- 


LTC8 of Japan 
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mlum that Japanese banks !u« 
charged for borrowing sis-montb 
funds in euro interbank markets 
was about 30 basis points hi^ier 
than that paid by US and Euro- 
pean banks yesterday, up fixnn 26 
basis points on Friday. 


Opec may try to jolt 
market to lift prices 


ByGwyMeed 


OU ministers assembling in 
Vienna fte the OrganisatioD of 
Petroleum Exporting Countries 
meeting tozziorraw may try to 
deliver a jolt to international 
enide oil maikets to a last-dhtii 
effbrt to boost prices, now their 
lowest for 25 years to reel terms. 

"A shock is what the market 
mi^ need, because the situstiim 
is very ba^” said sheiirh Sand 
Nasser al-Sabah, Kuwait's oil 
minister y ester da y as he left tor 

V ianna 

"He'S right,” said Peter Gig- 
nonz. bead of eatse^ rereerch at 
Saknnon Smith Bano^ to Lzm- 
don. "The task that is fazang the 
productes really is quite extraar- 
dinary,” he added. 

Opec’s ffltoisteis meet to the 
knowledge that the attempt at 
their Man± meettog to imdiupiD 
prices by pronusing to reduce 
production by l,24Sni barrels a 
day bM failed. One inteinatlmial 
bezzefamark. Brent Mend, aver- 
a^ S19.S0 a barrel to 1997 bat so 
far this year has averaged jnst 
$14A5. 

Traders are also sceptical of 
Opec's will and ability to deliver 
promised production cut^ ana- 
lysts estimate that only 75 per 
cent of the cuts agreed in Mardi, 
which were to last until the end 
of year, have actually beezi 
inqilemented. 

Oeoff Pyne, ofl markets ana- 
lysts with SBC Warburg Dillon 


ised {at tomorrow’s zneeting] 1 
would not expect a big price 
bounce. The part of Im b/d 
will have to be taken off toe mar- 
ket-in additioii to cuts prom- 
ised at Riyadh - azxi sustained 
tozou^ toe final quarter of toe 
year, betore toe maAet returns 
to balazice.” he said. 

Some specialists suggest that 
only toe prospect of a 2m b/d 
outpot czzt would be a sufficient 
signal to the zziaikets that Opec 
was serioasly engaged to trying 
to put a floor to the price: 

• The orgeocy behtod tiie grow- 
tog clamour within Opec tor ftzr- 
tber cuts is prompted by budget- 
ary reasons. 

"This zzieeting is reaDy a Bnzm- 
cial, n(A as energy, meeting The 
oQ ministers proznised a price to 
their governments which the? 
have faDed to dediver.” said Mr 
Gignoox. 

Saudi Arabia, the leading mem- 
ber of Opec, faces a doubhng of 
hs tmd^ deficit this year, to 
SlO.Tlm. as a direct re^t of fbe 
oil price collapse. 

V^tever is decided tomorrow, 
many analysts do not antiedpate 
a rapid eastog of the pato. as 
glob^ oil stocks ere now at toeir 
highest in almost a decade. 
According to Mr Pyne, total US 
and Europe oil inventories at 
the end of May were above LSbn 
barrels, when the ave-age tor toe 
previous three years at the same 
date was l.Tlm barrels. 

CoBiDoiSties, Psge 30 


Bead, said; *Whatever is prom- 
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French show unease on genetic food 


By RtdMrt ftabam ta Paris 


A "citizens' conference” 
organised by the French par^ 
liament has hi g hli g htori pub. 
lie misgivines and conftidon 
over genetically altered 
products entering the food 
chain. 

The two-day conference - 
the first of tts kind in France 
- raised consumers' worries 
both about health risks from 
genetic interference in agri- 
cultural produce and about 
the credibility of labelling of 


foodstuSs sold to the public. 

Some in the 14-persoD 
panel. wUdi was seleded by 
an opinion polling agency, 
went so far as to argue Ibr a 
moratoriam on the introduc- 
tion of genetically altered 
seeds. 

This is the policy being 
championed by the Greens, 
who r.iaim they have 200,000 
signatures backmg a morato- 
lium. 

Yesterday the Greens, 
along with Greenpeace and 
several other ecological 


organisationk, seized on the 
doubts expressed during the 
sessions as vindication of 
their demands to hold back 
the introductiOD of geneti- 
cally altered seeds. 

Others favoured a careful 
case-by-case approach. This 
line hib been adopted by the 
Socialist-led government, 
^ch gave the go-ahead in 
principle last November for 
the use of genetically altered 
maize seeds designed by 
Novartis, the Swiss multina- 
tional, to be resistant to 


pests. However, environmen- 
tal protests have nude the 
issue so sensitive that only 
2,000 hectares of ntaivA have 
been planted this year 
instead of some 30,000 heet 
ares orlgmahy envisaged. 

The panel was caoght 
between reveling the (ted- 
sion to permit the new 
Novartis maize seeds and 
pro^edii^ with great cau- 
tion. 

However If seemed the 
panel often felt Ul-eqntpped 
to weigh complex s deatifle 


argnements. notably on 
whether genetically altez^ 
maize could be a risk 
because ft contained a gene 
resistant to a cstain antibi- 
otic. 

Another issue raised by 
the cttl 2 ^ was tiie Indepen- 
dence of the experts' adviSTz^ ' 
the government and fiving 
the norms for introdneing 
products llbo the food chain 
Hie panel sought more guar- 
antees there was no wwfflcf 
of interest among such 
experts. 


Czech left offered chance of power after pyrrhic victory 


The recovery of the right means the Social Democrats will find 
it hard to form a government despite their electoral 
success on Sunday, reports Robert Anderson 


fteaeb ItepuliBc etecBoitt 




M ilos Zeanan. the leader 
of the Czech Repub- 
lic's Social Democrats, 
was yesterday given the 
chance to fonn the fiist left- 
of-centre government in 
Prague since the fall of com- 
munism in 1989. 

Czech voters, dlsOlusiaiied 
by falling living standards 
and corruption scandals, 
made the Social Dmnocrats 
the largest party at last 
weekend's electica but gave 
three centre-riidit parties 102 
seats in the 200-menri)er par- 
. liament. With the Commu- 
nists still political pariahs, 
tbe Social Democrats will 
need to lure away two of 
these parties to fonn a stable 
govemmenL 

“This is a pyrrhic victory,” 
says Jan Eavan, a former 
dissident who could be for- 
eign ministpr if the Soclal 
Democrat manages to fonn a 
govemmenL 

The close vote looks likely 
to lead to protracted negeba- 
tions among the four main- 
stream parties and could 
produce another of the weak 
governments that have let 
the country drift since the 
inconclusive electimi of 1996. 

“All the parties have shut 
the door on a coalition.” says 
Michal Musfl, political com- 
mentator for the dally 
Lido \7 Noiiiny. “Any crali- 
tion would have to be pres- 


ented as a rescue of the 
country.” 

Althou^ the Serial Demo- 
crats were able to win their 
hi^iest share (tf the vote, the 
polarisation during the riec- ‘ 
tion ^^mpaign gave the oen- 
tre-rig^it the majority It 
ladmd in 1996. 

The surprising failure of 
the xenophobic Republican 
party to pass the 5 per cent 
thrbhold to re«nter parlia- 
ment and the collapse siqh 
port for the Pensionecs party 
- vriilch began the elbtion 
rampaign at atound 10 per 
cent in opinion polls - 
meant that their votes woe 
redistributed among tbe five 
successful parties. The Pen- 
sioners' demise was particn- 
larly damaghig to the left as 
they had committed them- 
selves to an aiTiayi<«fl with the 
Social Democrats. 

But the bi^er surprise, 
which transformed the polit- 
ical mood and took the 
sheen off the Social Demo- 
crat victory, was the rebirth 
from the flshga the Civic 
Democrats of Vdclav Klaas. 
the prime mtntgttn- fa wn 19 99 
ontn a Mim pMi g rti f oTnUng- 

scandal brou^t him down 
in November last year. 

Tbe in^iiaticwi of a care- 
taka' cabinet at the start of 
this year HirtawnpH Mt KTare: 
from ttip econamic dawntam 
ariri the murky scandal sur- 


rounding his fall and 
allowed him to attack the 
goveizunent as an opposition 
politician. 

He fought a highly profes- 
sional and personalised cam- 
paign that raised the red 
scare and emphasised that 
he was the only man who 
could stop it. Prague - 
where Mr Klaiis led the 
party to a 2 fipaint victory 
over tile Social Democrats - 
was plastered with p os t er s of 
bis a cartoon that 

asked the question: *To the 
left or with Elans?” 

‘^his riectimi”, says Ai 
Payne, an ODS d^ty. “is a 

rofe rPTwfrrm nn UT QBUS.'' 

To his devotees, the debo- 
nair S7-year<dd economist is 
revered as the arriiitect of 
the country's economic 
fiiooB gooioiq* 
nism. But a majority of 
those who have benefited 
from the transttlon decided 
that hnwwvwr HbriTlitdwMid 
they wme wtth the souring 
of the economic miracle • 
their gains would not be safo 
with tte Social Democrats. 

Many returned to the Civic 
Democrats during the cam- 
paign or voted for the Free-, 
dam iftiinn , whirii split from 
it eaThm- this year. 

*1116 Social Dmnocrat cam- 
paign, by confrast, was left 
without a target when Mr 
irionK resigned. In fiict, as 
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the fovomites, it was thebr 

p i'n gi- j iiimi» that /-ama tiwHat 

scrutiny. 

Divisions over economic 
policy meant that the party 
delivered a mixed message. 
“They Called to prqjeet them- 
zelves cQPsis te Dtly as a cen- 
trist party,” sa:^ Jhi Priie, 
President Vdclav Havel's 
political adviser. 

The credentials of Mr 

Torn an also <vimP intn qnflft- 

tkSL The SS-year-old econo- 
mist respect f niwi 

his party for the way he has 
built its support cgi from 6.S 
per cent in 1992 through 
aggressive attacks on Mr 
Klaus but many voters doubt 


whether he has the firm 
prindples car tbe Judgment to 
be prime minister. 

Mr Zeman now has to 
make the HifflwiU rhmnft of 
whether to compromise the 
Sodal Denoerats' principles 
and form what is likely to be 
an unstable coalition with 
the Freedom Union - whidi 
both sides have so for 
refused to consider — or to 
retain the party’s unity and 
purity by staying in o^wsi- 
tion. 

The Christian Democrats 
have urged the Freedom 
Union to join with them in 
coalition with the Social 
Democrats but their pn>- 


grammes, partienlarly on 
public span^ng and pirtvati- 
satltti, are deeply dlveagent. 
and there is great pmsonal 
animosity between Mr 
anrt .Ian Rnml, 

Freedom Union leader. 

President Havel wiD do his 
utmost to persuade the two 
to in Older tO 

avoid reappointing Mr 
Klaua. with whom he skfr- 
mished repeatedly when he 
was in power. But there 
seems to be more in eommcsi 
anumg the three centrori^it 
parties, even if the personal 
gnimncit ie i? are just as fierce 
after toe breakdown of the 
last coalition. 

If the fbrmer iv«iit<nn is 

tTsia <«r>iOe ilig . 

illusion an already disen- 
chanted electorate. “The 
election was about change 
and this would mean no ' 
change has bappeDed,” says 
MrPehe. 

There most also be doubt 
over whetiier a eentre^i^t 
cabinet has the energy, 

majority and pprarmal i-hgm. 
iBtry to be effective^ 

Whichever way tbe cur- 
rent liwpaaw* Is resolved, the 
Czech Republic, once toe 
most stable of the transition 
countries of central Buzt^ 
looks likely to foce a pro- 
longed pelod of Instability 
just at the time when it 
to accrieiate its trans- 
formation to prepare tor 
European Union member- 
ship. 
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know its late^kut 1(1 like some 
stiani. How far do I liave to ^?” 



Doubts grow 
over Italy’s 
GDP target 


By Janas Bitz 
te Rane 


A 







The Italian treasury's 2.5 per 
cent target for gross domes- 
tic product growth in 1998 
was yesterday being called 
into question by economic 
analysts after it emerged 
that fell (U. per cent 
in the first quarter of 
toe year. 

In a sign that the Asian 
financial turmoil and tbe 
winding down of a state- 
sponsored car incentive 
I scheme are taking a toll on 
the Italian economy, Italy's 
quarter-on-qoarter GDP fig- 
ure showed a net drop for 
tbe first time since the 
of 1996. 

On a year-on-year basis, 
the first quarter GOP figure 
was up 2.5 per cent after 
recordlDg 2.6 per cent in toe 
fourth quarter 1997. But 
economic analysts agreed 
that tbe Italian economy was 
still nowhere near as upbeat 
as Germany. France and the 
Netherlands, where tbe firsts 
quarter GDP growth aver- 
aged 3.5 per cant on an ann- 
ualised basis. 

“There will now have to be 
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a significant pick-np in the 
second half of this year if the 
treasury is to hit the 2.5 
per cent growth figure fbr 
1998 published in April.” 
said Darla Fornari, an 
aonurtiuigt at J.P.MOEgan in 

Milan 

“It will be difficult to 
arrive at that level of 
growth, thou^ something 
above 2 per cent ought to be 
obtainable,” said GiampaOlo 
Gain, dxretdor of studies at 
Confindnstria. the en^loy- 
ers' fodexatioo. 

Tbe factors driving the 
drop in GDP were a decline 
in eeports and stagnant pri- 
vate consumption. E^iorts 
dropped L6 pm* cent on a 
quart(a--oai-qo^er basis, the 
second consec utiv e quarterly 
drop and a sign that sales to 
Asian markets are in 
decline. 

Private consumption was i 
fiat over the qumter, a sl^t 
improvement m the 02 per 
cent drop in tbe last tiiree 
siODths ^ 1997. The drag has 
been brou^t about by tile 
phasing out of a statespon- 
sored car purchase schone, 
although the figure suggests 
there is little underlying 
growth in consumer spend- 
ing. 

Tbe two areas fuelling 
first-quarter growth were 
gross fixed Investment, up 
lA per cent quarter-on-qaar- 
ten and hnpoiis, iqi L6 pa 
cent 

Both Sgores suggest there 
is a (diange taking place in 
the composition of Italian 
GDP growti^ away from 
inventories and car produc- 
tion and towards equipment 
investmenL 


A: 


The panel was deliberately 
cooqiosed of people who had 
no special knowledge of 
-genetic en^neeihig but who 
were given an intensive 
coorse on the subject so as 
to be able to question a 
series of experts assembled i 
by the parliamentary 
and technology cammisslaD. ' 
' The idea was copied from 
gbniiai - edperimaits in Dm- 
marii and tbe UK, and when 
the panel’s report is com- 
pete this could well alter, 
the legislative approach. 
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W^est warned 
to be careful 
on Russia aid 
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By SIsfon Wags^ in Sabburg 
■idJoln Ihomldl In Moscow 




Western aid to Russia “wont 
wcffk” tbe donors pa}' 
more to fondamen- 

tal political and econoimc 
change, a senior Russian 
liberal politician warned yes 
terday. 

s^ paalrtwg aliaad of talkS in 
Moscow between the R^ 
efari go venungit and senior 
International Monetary 
Fund representatives on an 
emergency stqpport plan. 
Gbigoty Yavlinsky, head of 
toe Yabloko movement, 
urged the IMF to take 
aiwtfmt of the full extent of 
Russia's problems - not just 
its short-term cash short- 


“The IMF must be very 
sensitive to the crony capi- 
' taiiam in Russia. The IMF 
must be very sensitive to the 
corruption in Rusria . . . Oth- 
erwise this approach [of 
offering finance] won't 
wortL” said Mr Yavlinsky. 
Ha was ^peaking to journal- 
ists at a meeting of east 
Buropean and busi- 

ness leaders in Salzburg 
arranged by toe World Eco- 
nomic Forum. 

Today the Russian govern- 
ment will unveil Its crisis 
programme, designed to 
restore foito In the country's 
fragile fiwanffiat markets and 
win addUinnal harking from 
thft IMF. 

Sergei Eiriyenko, the 
prime minister, said yester- 
day that the pri^ramme 
would include tough and 
unpopular measures but 
would place more emphasis 
on sodal wdfore issues. He 
said he was hopeftil of secure 
ing additinml support from 
the IMF to bolster the coun- 
try’s hard currency reserves. 

“We are only talking about 
stabilisation resources for 
the central bank.” be said. 
“This will boost tbe reliabil- 


ity of the rouble «uid allow 
for a tougher defence against 
an>' specuJatiw attaciw.*' 

In Salzburg. Mr Yavlinsky 
denied he wa.«i .iskinB the 
IMF and western countries 
to interfere in Ru-sstla's intw^ 
nal oQhirii. 

He did not wont the west 
to become "involved” in Rus- 
sian political and economic 
transformation. But the west 
bad to be "sensltlvo” to the 
foot that political ami eco- 
nomic ehang»‘ wen? linked. 
The IMF, which had started 
lending to Russia during the 
Chechen war, had to 
“Change its approach”, he 
said. 

Mr YavUnskj'. on outspo- 
ken critic of President Boris 
Yeltsin's autocratic methods, 
has aired his riews befure on 
the west's role. Howe%’er. 
yesterday’s remarks come at 
a particularly delicate time 
with the Russian financial 
markets in crisis and 
speculation rife about a 
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speculation rite auoui a 
possible devaluation of the 
rouble. _ 

ftir Yavlinsky said Russia's ; I 

problems were not the 5 |}*l I** 

short-term results of finan- 
cial turmoil in east .Asia or i 

anvwhere else but a reflec- ! 1 1 

tion of deep-rooted struc- .inpll 

tural shortcomings. "This is * 

not Asian flu. TTiis is Rus- 
sian pneumonia." he said. w, - « l* ■ 

He singled out for attack 
Russian rupitalists who he 
said were taking money out 
of Russia and putting it off- 
shore. People often coin- 
par^ this with the period of 
robber barons in the US. But 
there was a liifTereDce. said 
Mr Yavlinsky. 

"American robber barons 
were robbing in America^ M 
and investing in America 
whereas Russian robber ba^ 
ons are robbing in Russia 
and investing io MiUta and 
Cyprus.” 


,„a period e 
jal-price . 

iklling soug 


•w4«w4%'|l 

j? 


vf r i^iw 


...... iitaii 


Martki WoK, Page 18 


NEWS digest 

DIPLOMATS LOCKED OUT 




,= lUaciMM 


US and EU withdraw their 


ambassadors from Minsk 


The US and the EU yesteniay withdrew their ambassadors 
from Betarus. increasing the political isolation of one oi A • 
Europe’s most authoritarian states. 

The embassadors, who will be followed by the Japanese 
envoy today, departed to protest at the Belarusan authondes' 
heavy-handed efforts to evict foreign diplomats from their 
homes. On Friday, several ambassadors were shut out of their 
homes, and light and electridty were cut off to Drozhdy. the 
compound outside Minsk which housed 22 foreign diplomats. 

Belanisan ambassadors to the EU and the US will also be 
asked to leave, in a further sign of displeasure. 

Belarusan officials have said foreign diplomats must leave 
thevhomes so that urgent repairs can be undert^en in 
Drozhdy. However, many observes have speculated that 
PTKi^ Alexander Lukashenko, who also has a home in 
Dreahdy, ordered the diplomals evicted so that he could have 
the complex to himself. ChtysUa Freeland, Moscow 








LATVIArRUSSIA FRICTION 
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Riga changes citizenship law 

Lfllfufain m rl in m iiii l ■■■ ■ S.^— ^ 


•W 

The La tvian pahiament yesterday approved a chance to the 

^ sparked^^cSiSis 
and threats of trade sanctions from Russia. 

had granted citizenship only to those 
sians as stateless people. AP, Riga 
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ELECTRONIC PURSES 
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Visa in international link 

The CTflAKnn aP a 


. .1 


with the German and Spanish ^ partnership 

It «id the move 

euros when travelling around Euro~^^ ^ Purchases In ^ 

partnership brings together SUfS '"*®roationally. 

Krocft Auaechuaa. -Zentral^ 

gest etectronlc (the big. 

subsidiary of Visa Spana. The ‘ ^ Sermepa. a 
electronic purse cards. Christo^ *^‘5 
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COUNCIL OF EUROPE 


Azerbaijan set to join this vpar 


“"s year 

^ s government official said ^ 

the first of the turtaSTcS^ 
he«me a member. coumnes to 

to etrengthen fis fodependS^^S:^ ^ 
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UMIOH BUNDESBAN K GIVES WARNING ON ASSET PRICE INFLATION 


1 be 

ail 


Interest rate forecasts fall a taxing problem 


ECB w atch 

By WhiHgang MfhiGbaii 
biRMlAirt 

Miaribet watchers have bees 
revising downwards their 
year-oid interest rales ibre' 
casts for the ll countries 
participating in economic 
and mraetary iminn. 

' By December, the eoro- 
zone countries will harnum- 
ise their shcai-term interest 
V^tes to a single level At 
' present, shortrterm interest 
rates range fiom about 8.8 
per cent in France and Gei^ 
many to abMt 7 per cent in 
Ireland. 

Morgan Stanley has 
revised downwards its year- 
end rate forecast from 3.7 
per cent to 3.5 per cent. 
Joadiim Pels. Enropean Ceo' 
iial Bank watcher at Morgan 
Stanley, cited the slump in 
Japan and a fettering con- 
sume recovery in G^many 
as tile "tgfa reasons. 

However, there are cave- 
ats. In its Jane monthly 
rqiort. the Bnndesbank said 
central banks should take 
nuae interest in stock mar- 
kets. It said: "The central 


•y 


and Vd withdraw ths 

t^:r.;rHUiors from Mil's* 










h sTiks would do wdl to mon- 
itor price developments In 
the stock market carefoUy 
and to counteract excessive 
price rises tiuDo^^ a mone- 
tary policy that is orieoted 
towards price stability." 

The Bnndesbank's «w p«/>4* 
warning about asset price 
inflation goes beyond the 
usual words of caution. 
Among central bankers the 
treatment of asset price 
inflation remains a contro- 
versial issue. 

'DiQmas Mayer, European 
economist at Goldman 
&chs. said the ECB was 
likely to discourage exces- 
sive asset price inflation, 
partly because it would 


adc^ the Bundesbank's sys- 
tan of monetary tar^ting. 
Monetary targets were sune 
suited to catch boom-bust 
devdlapments m assets mar^ 
kets, he aigaed, unlike infla- 
tion targets, tended to 
be more focused on con- 
sumo: price inflation. 

A seamd caveat is the pos- 
able emergence of inflation- 
ary pressures in a psw euro- 
aone countries, notably the 
Netherlands, Ireland and 
Spain, whose economic 
growth rates exceed the 
earo«one*8 average. 

IBJ Research in Frankfurt 
forecast tire momentirm 
behind the European lecov- 
exy would remain strong 
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despite the Aslan crlslfi. IBJ 
predicted economic growth 
hr the eui^-soire would reach 
3 per cent this year and 3.25 

per cent in l&M. 

However, some recsit data 
pointed towards a slowdown 
in the second quarter, after 
stnmg first quarter growth. 

Izt Amti. industrial produc- 
tion m Gennany, France and 
Italy slowed down, as did the 
Bundesbank's measure of 
retail sales. 

Buro-aoae unemployment, 
acoordisg to tim latest data 
fix Eurostat, the BlTs statis- 
tics office, remained high ur 
April at UA per cent of the 
labour force, unchanged 
from March. 
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Uv&ig with 
the euro 


G erman companies, 
champing at the bit in 
the race to convert to 
the euro single currency, 
have run up against the 
bureaucrats. Pram nest year, 
they can prepare accounts, 
set prices and work with 
supptteis in euros. But lar^ 
parts of their tax biSs will 
stiB have to be declared in 
IVMarics. 

Hus setback, in the coun- 
try which has been the most 
vociferous in pushing for 
eucreney onion, is a result of 
Gennany's federal system. 
Administration of the tax 
system is a responsibility of 
the 16 Lender, or states. In 
January, Germany's locally 
based tax collectors decided 
that allowing all taxes to be 
declared in euros firom the 
new currency's launch in 
1999 would be too costly. 

State finance ministers 
argued separate software 
would be needed to run euro 
taxation alongside the 
D-Mark in the transitional 
period until the end of 2001. 
after which euro notes and 
coins will be introduced. 
There were also fears that 
running two systems would 


Declaring all taxes in euros from 1 999 
would be too costly, say state-based 
collectors. Ralph Atkins reports 


raise taxpayers’ suspicions 
tiiat they woe being some- 
how diddled, “mie finance 
ministers decided it was 
more Important that every- 
thing should wDik withont 
trouble," says Prank Littwin 
of the Rhine-West- 
pbalia state government 

The lender have softened 
their stance in recent 
months, however, since it 
attracted stiff criticism. Ihe 
Gennan chambers of indus- 
try and commerce (DlHTl 
warned in January that a 
fully euro-based tax system 
was not only essential for 
business, but was needed to 
boost public acceptability of 
the new currency. Hessen 
and TbOrinsia mulled going 
ahead iadepeodeDtly u^ a 
euro-based system. 

As the pressure built, the 
states' prime ministers 
agreed this month to over 
rule their finance ministers 
and d e cree that in two areas 
tax declarations would be 
posable in euros from Janu- 
ary 1 1999: monthly and 
annual VAT declarations 
and taxes on incomes 
deducted by employers on 
behalf of employees. 


The breakthrouedi. albeit 
modest, was bailed Theo 
Waigel finance minister, as 
"at least avoiding some of 
the inconsistencies" which 
the earlier plans would bare 
raised for companies 
accounting in euros. Guido 
Kreitz, tax expert at the 
DIHT, rates the deal as a 
“good compromise". Also 
ll^ly to be agreed soon are 
parallel measures which 
would allow social security 
payments deducted by 
employers to be adminis- 
ter^ in euros. 

B ut the current planning 
still leaves Germany 
trailing behind other 
countries - most notably the 
.''Netherlands and Franre - in 
convening tax administra- 
tors to the euro. Liabilities 
for Germany corporation 
taxes, as well as income 
taxes not deducted by 
employers, will have to be 
declared in D-Marks until 
2002. As Gunter Rexrodt. fed- 
eral economics minister .-md 
a prominent member of the 
liberal Free Democratic 
parn*, says: "Sure, industry 
can live with this compro- 


'Long period of 
dual-price 
labelling sought 


^Andteur Jack In Paris 

Fkanoe should encourage the 
“dual laboHitig - of goods in 
both francs and eqros lor as 
Icng a period as po^ble to 
prevent coofrzsimi finked to 
the introdoetiCKi of the rin- 
gle European currency, 
according to a study from an 
iAnfluentia] government advi- 
'r lory body to he published 
this week. 

The country's citixens 
oe^ at least three years to 
establi^ a new set of refer- 
ence prices in order to adjust 
to the euro, says the lepori 
firom the Cons^ Ectmami' 
que et Social, un assembly of 
decisiochzoal^ drawn from 
across French society. 

Drawing on research by 
psycholc^ists and retailer^, 
the CoDseU says that every- 
one has a "black box" of 
SQ-50 prices of everyday 
goods and services in thein 
brain - such as the cost of a- 
baguecte or a coflbe - which 
fbrms an essential reference 
point Ibr understandiiig the 
y]|rrency they use. 

With no simple emiverskm 
available between francs and 
euros, they wfll need a long 
period to establish a parallel 
"blade box" of an equivalent 
number of prices in euros in 
order to be able to function 
^Ekctively with the new ca]> 
reni^. 

’Hm cooclurioDS will have 
simnar implications in the 
other EU member states pre- 
paring for the euro, which 
will begin to be us^ from 
the start of next year and 
'Will become the only cur- 
' reney in circulation from 
July 2002 at the latest 

However, the report 
jyi-gnes that the ditSculties of 


adlustment may be greater 
in France than in other 
ootmtries because the use of 
coins and notes is relatively 
low and the use of bank 
cards, cheques and other 
f/OTwe of payment is modi 
hj^beT- 

That mtiamsf many individ- 
uals will be exposed more 
quickly *>i«n neighbourizig . 
EO states to the new cor- 
rancy, with bank statements 
TfidTraHng the value Of trans- ' 
actions in euros from 1999. 

It suggests that 19 to 14m 
of the French - including 
the old. the disabled. Illiter- 
ates and those with learning ' 
(w living in iso- 
lated rural communities - 
may have particular prob- 
lems In adlost^ io.tbe new 
cuirehcy. 

tt axgues that tiie taxtroduo- 
tion of pricing in euros 
should be encouraged as 
soon as possible, but that to 
avoid further coxifosion it 
would be best to reduce as 
muiA as possible the overlap 
period aftm: January 20QZ 
when both currencies are In 
use. 

The report hints that a 
number of sectors of the 
economy - notably the lil> 
era] professions ~ must still 
make considerable addi- 
tional efforts to prqiare for 
the euro, and that the 
French educational system 
is bdiind hi informing stu- 
dents of the change. 

It recommends the cre- 
ation of local conciliation 
conimitiees to sfsp&vise the 
tn,p ]ftir>flr>ta tiQP of the eUTO 
amri to deal with problOTS 
arise, such as ambigu- 
ities over converaion and 
roonffiog between euros and 
francs by ahojdreepers. 
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Paris vote gives 
Brussels the bird 


^ Robert firahani to Paib 

A crass-party alliance in the 
French paillsniunt has 
defi ed an E17 directive pro- 
tecting moratory birds and 
affirovied le^^tiou eseteod- 
ing the country’s open shoot- 
ing season. 

The move means France 
could face floes fin* disobey- 
ing rules cmiflrmed by the 
^uropeau Court Justice, 
^f FFr200,000 (333.^) for 
every day the shooting sea- 
son is extended beyond the 
directive's limit. 
law approved on Friday also 
marks appeasement of the 
powerfril hunting lobby and 
a deliberatt snub to the 
Greens who form of the 
gDivemment’s coalitioii. 

The dire^ve, Issued in 
1979, was questioned from 
the outset, eventually load- 
ing to a challenge in the 
Fnr- ypnn Court of Justice. 
However, the court’s 1994 
ruling conflnned a restric- 
tive Interpretation of tiie 
directive. This ou tcome 
pranpted inconclusive wran- 
gling Inside the European 
Commission to rewrit e the 
Vtiles in fevour of a longer 
‘‘^hooting season. 

In Pebmary the hunting 
lobby stag^ a protest dem- 


QDStFatioa of 150,000 people 
In Paris timed to coincide 
with regional elections, 
^ere re p resentatives o f ^ 
hunting lobby ssneigied wUh 
decisive votes in several 
legional councils. 

The new law was proposed 
by tbe ri^t and eudoised in 
part by their deputies under 
tbe guise of protecting tbe 
traditional French way of 
life from tbe dictates of 
Brussels. But the govern- 
fflawt made no effort to block 
tbe legislation, fully aware it 
could not afford to alienate 
the lobby ^ even tbou^ the 
Green allies of the prime 
minister. LioneL Jospin, were 
left isolated. 

"Given the accumulation 
of contentious issues [with 
Brussels] I the blindness 
of the hunting lobby danger- 
ous,'* Dominique Voynet, tte 
Orem environment nunister, 
observed after the- vote. She 
also warned of the fines 
fixr defring a decision 
of tbe court. 

Unless a compromise la 
reached, the law allow 
French hontera to extend 
the end of the ahooting sea- 
son for migrator Wrds 
(essentially spedes of duck) 

wdl into February and tedng 

forward the start into JUly. 


Growing Your Business Worldwide 

BonkAm^ica pfovides the strength ond agility to capitalize on opportunities 
anywhere in the wcHd. 

Both issuers and investors beneiif hom our global ieodershrp in capffal raising, 
ossef-bosed lendir^, cash rnonagement, rislc monogernent, and foreign e>«:hange. 

And, wrrti on integrated worldwide nelwofh oF oFRoes and expei^ - plus 
extensive emerging markets expen'ence in Asia, Latin Amerioi, and Eastern 
Eun^ - we con create innovative solutions Ibr any market in which you 
do business. 

That's power in moHon. That's BankAmerico in motion. 



mlse. But it's not a decisive 
signal for th? euro. The 
states’ finance ministers 
should, as soon as possible, 
c^er companies the fuU^uro 
option if our economy is not 
to start using the euro with 
a competitive disadvantage." 

Dues it matter that much? 
Superficially, it is a simple 
calculation to convert from 
□-.Marks into euros when 
exchange rates are fixed. 
The task can hardly pitnlde 
more headaches than are 
suffered bj’ cmupanles which 
translate all company com- 

mtmication.s inin Englisb. 

But for companies 
accounting in euros, tbe 
necessity to file often com- 
plex and e.xtcnsive tax decla- 
rations in D-M.’irks could 
mean significant extra work 
- and probably additional 
computer software. The 
stance taken b}‘ the states is 
also an unrocnfortable 
reminder for Bonn of bow 
cautious even Germans 
remain towards the euro. 

.According to DIHT sur- 
rey’s, more than lu-Of of Ger- 
man companies plan to be 
using euro accounting 
systems before 20[c but tbe 
message does not appear to 
have fully penetrated the 
ci\1l service. The decision on 
tax dcc’larations. says Mr 
Kreitz at the DIHT, is "a 
matter of appearances". 


power „ 

in motion. 


/ 
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ELECTION WINNER PASTRANA PROMISES TO BRING IN ECONOMIC REFORM AND EMBARK ON A FRESH DRIVE TO END THE GUERRILLA WAR 


EU^act on '/f, and! 


Colombia 


votes 


for change 


By Adam niomson in-fiogott 


After more than dx months 
of electoral teosioo Colom* 
bians have finally opted for 
political change in the decid- 
itig round of the country’s 
presidential election, bring- 
ing to an end over a decade 
of Liberal party rule. 

Andres Pastrana, a 44- 
year-old former newscaster 
and the son of a former Con- 
servative president beat his 
Liberal rival, Horaclo Serpa, 
by 4 percentage points, win- 
ning 50.45 per cent of the 
total number of votes cast 
He takes ofilce on August 7. 

In a massive turn-out on 
Sunday which surprised 
observers. Mr Pastrana 
obtained more than 6m 
votes, the largest number 
obtained by any candidate in 
the countr}''s history. 

The defeated Mr Serpa, a 
populist who was seen as 
representing a cootinuation 
of the previous government's 
policies, obtained half a mil- 


lion votes fewer than Mr 
Pastrana, despite having 
recorded a narrow win over 
bis adversary in the first 
round of elections on May 
31. Mr Pastrana's victory 
brings to an end years o£ 
Liberal rule and ends four 
years of govemmenf under 
President Ernesto Samp er. 

A political scandal involv* 
ing the alleged entry of up to 
S6m of drug money into Mr 
Samper's electoral nampaig n 
in 1994 left Uie present gov- 
ernment largely discredited 
an d brou^t about a serious 
deterioration of the coun- 
try's traditionally strong 
economy. 

These elections were ulti- 
mately all about Ernesto 
Samper,” said Juan Gabriel 
Tokatllin. of the Institute of 
Political Studies and Intema- 
tional Relations at Bogota's 
National University. *^051 
Colombians voted in a cl ear 
rejection of his government’' 

One of the keys to Mr Pas- 
trana’s victory on Sunday 





sanctions 


adt' 


in jeopardy 


By Hncy Dumie ta Washtagton 



Andrts P a str an a celebrates idetoty hi Ookunfaia'a praaidsntW etsctlon 


was his in harness 

ing the votes of Noemi 
Ranin , an Independent candi- 
date who ran in the first 
round of elections and 
obtained a massive 2.8m 
votes. Like Ms Sanln, Mr 
Pastrana campained fbr radi- 
cal change, promising to 
introduce political reform in 
the first 30 days of his gov- 
ernment fliiwflri at owHing the 
country's claustrophobic 
two-party political system 
andendii^ Ae corruption 
and cllentelist practices 
which suiToanded bfr Sam- 
per’s government 
Mr Pastrana has vowed to 
talk personally to the coun- 
try’s 15,000 leftwiog guenH- 
las in an attempt to end 


more tfmn 35 years of con- 
flict wbidl have claimed the 
lives of thousands ot Colom- 
bians. 

*7 am ready to start peace 
talks with the country's 
armed graups immediately.** 
he said on Sunday nUfot 
after his election victory. 
*'My government will sit 
down at tile negotiating 
table without any prior coo- 
ditioDS and hope the guerzil- 
laa will do the same." 

licaders of the coant]7*s 
laigest guteTilla nuivement 
Revolutionary Armed Forces 
of Colombia (Parc), have 
ezpraesed interest After the 
election result, Marcos 
CalarcA, Fare’s Interaational 
spokesman, su^ested his 


group was {xepared to fa>Tir 
"We should show onr win- 
ingness to work towards 
peace," he said 

Mr Pastrana’s victory 
brings r^ief for the coun- 
try’s business commimity. 
Wig economic policies. nnKifa 
those of the populist Mr 
Serpa, have won tbs confi- 
dence c£ the private sector 
with their coherence and 
pragmatism. He has prom- 
ised to reduce the nation's 
inflated central govenuneot 
deficit, estimated at 5.1 per 
for thig year, by *"**>»* 
of a swift -■ and drastic - cut 
in government ^lending. 

He has promised to redoce 
VAT fium 16 per cent to 12 
per cent to make the eonn- 


tryh tax structure less 0!Da<- 
008, and has sworn to CEai± 
down on tax evasion, wUdi 
accounts for moire than 30 
per cent of total contiibu- 
tioos. 

But he has a hard task 
before him. When President 
Samper leaves office in two 
months* wa legacy will 
be a significantly reduced 
growth in gross domestic 
product - 3 per cent last 
year and 2.1 per cent in 19196. 
compared with Colombia's 
historical average of dS per 
cent; nnemplc^xiient at 14.5 
per cent of the workforce 
compared with 8 per cent in 
1994; and 20 per cent year-on- 
year iwflaHnn one of the 
highest in the region. 


(• (• Geneva’s Private 


Bankers did not just 


improve 


on. 


They created it. ^ / 


W e, the Private Bankers of Geneva, are proud to have cre- 
ated, two centuries aeo. a vocation that continues to brine^ 


T ¥ ated, two centuries ago, a vocation that continues to bring 
so much to this dty and, very importantly, to our dients. As well 
as astute asset management, it comprises a level of personal ser- 
vice and respect for privacy that cannot be duplicated elsewhere. 




Geneva's Private Bankers 


LIBERTY ’ INDEPENDENCE ■ RESPONSIBILITY 


In GffiffiVA: 


BORDIER&Ge 

(1844) 


DARIER HENTSCH&Cie 

(1796) 


LOMBARD ODIER&Cie 

(1798) 


NIRABAUD&Cie - PICTET &Cie 

(1819) (1805) 


-Tte Cnaponait des Banqoira Cowne b iM lepduri In be Udat tSogdoB Bid dm ite cndudair nnataneS boacH m tbtUitted 

CirnipeimClDn ni4wfti»TiiwrgtnKr.gpp!nalkwSrfMWM»iUirflgaMibHfcTiii>»i llfllte ii Wllt habWI < |lWIWritelmihrtOfflgftlvalgAMelMjiMfjgnww4 WrW riwIhrf wpikb^hymBlV 


The deal between the US and 
the European Union over 

garu-Hmig againat com pan ies 

tiftiwg - anwgy deals with Iran 
and Libya is in Jeopardy in 
Congress where there are 
moves to reduce the presi- 
dent's flexibility to waive 
amfyimic sanCtZODS. 

Under tile pact agreed last 
month, the CUnton adminis- 
tration waived sanctions 
against Total ot Ranee. (3az* 
presn of R vpsia petronas 
of Malaysia. The three are 
involved in a $2bn invest- 
ment in an hanian gas field. 
The US also indicated that it 
would waive sanctions for 
investments in exploration 
and development deals but 
would act to stop pipeline 
projects in Iran or Libya- 
The deal provoked outrage 
niwrmp aawrtio ns proponents 

in Congress. A senior US 
wWHbi Newt Gingrich, 
the House speaker, had 
promised the American-ls- 
radii lobby legislation would 
t be moved to curb tim presi- 
dent's waiver authority. 

Under the Iran-Libya Sanc- 
tions Act, the president was 
given the authority to waive 
gani-ti onff against specific 
companies. He can also 
waive sanctions against 
■ countries which have their 
I own economic sanctions 
^ against bran Ubya. This 
I is not the case with all BU 
countries, but the adminis- 
tration managed to con- 
struct a deal which satisfied 
theBU. 


"Regrettably the pmddeat 
secured little in the way of 
firm and binding commit- 
ments from the EU in 
exchange for his national 
interest waiver of sanetiwB 
- a decision that took the 
Administration eight months 
to reach," said Congressman 
Benjamin Gilman, cbaixxuan 
of the House International 
Relations Committee. 

He said the president bad 
sent "the wrong signal at the 
wrong time" by exercising 
the waiver, leaving the 
administration "virtuaHy 
powerless to deter the foil 
list of 100 petroleum dcvelop- 
tnenL refining and idpellne 
projects recently by 

the Iranian National oil com- 
pany". 

He x’owed to work with his 
colleagues to amend the leg- 
islation to remove the possi- 
bility of waiving any sanc- 
tions for investment in the 
next generation of pipelines. 
“It would deter Iran’s ability' 
to act as a regional hub for 
the rerming and transport- 
ing of its gas and oil 
resources, and it would 
enhance our ability to pro- 
mote alternative pipelines in 
co-operation with Turkey. 
Azerbaijan, Georgia and 
other neighbouring states." 
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Stuart Eizenstat. State 
Department undersecretary 
for economic aflairs, is try- 
ing to convince Congress 
that the rapid pace at which 
events move requires that 
the president must be given 
flexibility in foreign policy. 
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Pemex looks 
at oil-backed 
bond issue 
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Bf Htevy IriBks ta MoiGO City 


Pemex. the Mexican 
stateowned oil monopoly, is 
discussing with investment 
banks the possible issue of a 
large bond backed by oil rev- 
enues to help fund a big 
investment programme, Luis 
Tellez, the energy minister, 
said. 

Last year, tbe government 
unveiled an unprecedented 
825ba in new investment 
plans fbr Pemex by 2000, but 
tbe amounts have been 
threatened by a sharp fall in 
ofl prices. Recent nstability 
in global financial markets 
has also put constraints on 
borrowing among emerging 
market tasuers. 

To ivercome tbe limlta- 
tioc ^ Mr T611ez said Pemex 
was considering guarantee- 
ing tbe bond with oil reve- 
nues to win acceptance. It 
migjit be modelled on a 
recent collateralised issue by 
PDVSA, Venecuela's oO pro- 
ducer. Tf we do It. it will be 
mudi bigger than Mba” Mr 
T4Uez said in an interview. 
Mexico pledged oil receipts 
I as collateral for payments on 
I a S50bn US bailout of Ma yiro 
! In 1995. but has not used 
I them si nc e the loan was paid 
I ba^ 


Tbe Pemex investment 
programme is aimed chiefly 
at boosting production and 
refining capacity. Pemex 
needs to raise at least 8lbn 
to fund tbe upgrade of three 
oil reTmeries. It invited bids 
for tbe refinery projects last 
month. ( 

It also has longer-term ^ 
plans to boost od production, 
in spite of agreements to 
reduce oil exports by 200.000 
barrels per day this year in 
an attempt to shore up 
prices. A, 

Despite cuts, the price ok N' 

Mexican crude recently sank • 

to a 12-year low, and the gov- 
ernment IS facing a possible 
third budget cut if oil mar- 
kets fail to recover. 

In a parallel effort to raise 
investmeot in the petro- 
chemical induslT}’. Mr Tellez 
planned to launch the part- 
privatisation of Pemex's sec- 
ondary petrochemical plants 
within the next three 
months. 

He declined to name the 
first plant, but expected it to 
raise up to $400m. JJ». Mor- 
gan. tbe US bank, bad been 
hired to help, he said. 

Privatisation of the petro- jg 
chemical plants has been fj 
dogged by political opposi- 
tion. 
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GM strikes hit 


more workers 


Strikes at two General 
kfotors parts plants slowed 
production at another North 
American assembly plant 
F«5t»tiay. and increased tbe 
number of laid-off hourly 
workers to 121,500. Renters 
rewrts from Warreu. 
Midugaii. 

About 800 woikns tm the 
dV shift at the Ste Therfise 
plant in Quebec were sent 
GM spokesman 
Alan Adler, said. The plant 
continues to make the Chev. 

and Pontiac 
Firebird sports cars, how- 
ever. 

It is the 24th North Ameri- 
plant aflfected 
by s^es at the parts plants 
“ ^ Midiigan. The oth^ 
a^c^ plants have been 
“Wapletely shut down. 

Negotiations with United 

Workers branch® at 
at East both resumed 

yesterday morning. Most 
tortevel UAW offiLls ^ 
fo^V^fortheunio^ 
tnenmai election co&ven. 
tion, thoogh they said they 
, wo^d remain in conSSi 

ihe striking plants make 


hoods, fenders. Instrument 
panels and other parts for 
“nd trucks 
Placed m North .America. 

W^tal's 3.400 workers 
out on June 5. and 
East's 5^ 

Union officials at Flint 
Metal allege GM has rer^ 

^ pron^ to invest S«i,i 
^ a* • 

^fohi East say tho %-ehicle 
^er wants to contract out 
^rk which they claim 
^uld mean the logs of 2,500 

the 9.200 atri- 

posVS-j,S.>^ 

Plamln 

Oshaw'; ^ontT' 

Sf ' staging 'to taSd t H' 
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China calls on US to lift 
trade sanctions at sununit 
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ByJmea KyBggaiBeffBg 

Ciiina urged the U8 
yesterday to lift some of its 
outstanding trade garip-Hnne 
at a landimut summit this 
week* but warned that 
progijess towards Beijing's 
entry into the World lYade 
Organisation had run up 
against excessive US and 
European demands on 
market access. 

Sun Zhenyu, China’s 
vice-foreign trade minister, 
vuged the US to lift a ban on 
<^po2itical risk insoianee to 
' American companies In 
' China siqiplied by the 
Oveiaeas Private Investment 
CoTT- US ']^de and 
Development -Agency 
funding for American 
oozporate feasihility studies 
Aoold also be resdnded. 

Diplomats in Beijing sidd 
there was a feir chance both 


sanctions would be 
terminated during the 
summff which runs from 
June 2S until July 3. 

China was also keen on 
restrictions being rednced on 
high-technology exports 
ftom the ns, Mr Sun 
' Most of these garw-tTor is were 
imposed following the 
military crackdown on 
student demonstrations in 
Tlanangnen Square in 1988. 

Asked if thme would be 
any large deals signed for US 
companies during the 
summit, Mr Sun replied: 
’’Enterprises from. China and 
tiie US are a^otiating otwo 
major contracts involving 
aeroplanes and the 
development of power 
stations." 

But it'was unlikely Beipx^ 
would agn up to pr ocure a 
US nuclear power station, 
despite the accord Ian year 


TirTtriildiriit TtiTI rtintim liiid 

his counterpart, ^ang 
Zemin, to allow the eqpmt of 
peaceful nuclear technology 
to China.- Nuclear power 
pitjecls, said Mr Sun, took a 
"long tizne” before they 
could be finalised. 

Shi Gnangsheng. Chiaii's 
trade ministeT, smd he hoped 
the summit wocdd advrmce 
talks'on C3iina% entry. into 
the ' ‘ World ' " Trade 
Organisation but blamed 
trading partners for the 
problems holding up 
proceedtags. 

‘"Ihe p - iTi TMit difficnlties in 
negotiations are because the 
demands cf the US and some 
Bimg>ean countries are too 
and have emeeded the 
limits of the Chinese 
eoonomy,” Mr Shi said. 

Foreign d^ plranata s ai d 
presmit unraadzetaUe phase 
in China’s banking and 


enterprise refon^ eonrded 
with slowiz^' economic 
growth, had made it diSlcult 
for B^lng to sign up to 
market openli^ mAagin^^ , 
But US oegotiatoTs wm'e 

pncTiiriy hard J^T Mud 

of positive staha n ait on the 
WTO at the summSL 

In an attempt to deOeet US 
criticism ovs its mounting 

trade gmplna, MV SoXt Said 
the current method of 
measuring a trade surplus 
was outdated, because 
nhrneaa eiport s a bi^ 
import content and many 
products exported to the US 
came not fhun Chin^ 
companies bnt from 
American investors in 
fihtrm 

Nevertheless, Washington 
is eqieeted to press China at 
the iu ii mw tt to bring down 
its deficit, which the US 
ffaleiiTatefl at 86Qbn In 1997. 



Jwan's liade mWatar, Mttsiw HoriocM, graets his US co u ntaq w r^ Cinrtane Ba mh efsly, in KudtliQ, 
M a i a i ^ / a atw d ay . TbeOSii e ontBs tliw TolwoW attwaptateopteiitof Spac^ptew*wSbe»alWna 
mailtats bi the PeeiBe Rim blee Rnjteis 
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Brussels farm ministers push on with search for banana imports deal 


But any result is unlikely to satisly the US 
and those countries whose complaint led 
to the talks, Michael Smith writes 


us and Latin Americans still unhappy with proposals 




It oil 
)ond 


\ looks 
-backei 
issue 


E uropean Union farm 
ndnisters are this we^ 
seekii^ to overcome 
remaining obstacles to a deal 
on reforming the ED’S con- 
troversial banana imports 
regtaie. Even if they reach 
agreement, as seems likely, 
any celebrations will be 
Iow-kay< 

For whatever they decide, 
tiiey are unlikely to satisfy 
tiie US and at least some of 
the four Latin American 
countries whose successful 
complaint about the ED’S 
paricring - rp gimft to the Gene- 
va-based World Trade Organ- 
isation led to the proposals 
that form ministers b^ian 
rtigmoging yesterday. 

’’The American threat of 
‘See You in Geneva' applies, 
,-vWhatever happens thiH 
( treek.” said one £U diplo- 
mat “Jt would be very difS- 
cult to see a majority fyr any 
proposals which will not 
leave the US qnestionii^ 
ttieir WTO validity.* 

The BO'S deliberations 


have a big impact on the 
dozens -of Latin American. 
African and Caribbean coun- 
tries whose economies 
d^end on hananag. The EU 
is the seccmd fnggest martet 
in the world, constuning 
about 4m tonnes a year, but 
producing only 750,000 
tonnes of its own. 

Imports are governed by.a 
highly regulated regime 
which gives indirect price 
sixppmt to EU teiritoEial pro- 
ducers and hanana exporters 
in the Lom£ Convention cov- 
ering Afrii^ Caribbean and 
Pacific (ACF) countries. 

Set Tm in 1993^ Ihe regime 
reflects British and French 
concerns for their former 
colcnues which argue that a 
market freefor-all would 
lead to economic crisis and 
force some producers to turn 
to drug productiozi. 

Latin American countries, 

, including WTO complain- 
ants Ecuador, Guatemala, 
Honduras and Mexico, argue 
their cheaper products- are 


The US and four Latin 

American states yastantav 
repeated their dbquiet that 
the moiflfiad banana import 
regime iBider dscusrion by 
European Uidon m ln i e te ra 
faBe to brfcig tiw regime kite 
fete wBh fnteniaSonal trade 
rules, Frances WMams reports 
from Geneva 

The US, speeUng on behalf 
of Ecuador, Quatenwta, Hon- 
duras and Ms3doo,iteeo- 


flianimTnatftri against, asd 
that EU consumers sufiier 
throat higher pices. 

Last year, the WTO ruled 
the EU regime hndce world 
frade rules, tiiough it iqpheld 
the EUTs right to grant pref- 
erential tariff treatment to 
ACP countries. The Euro- 
pean Commission, the EUs 
executive, aims to comply 
with the rUUng by the start 
of year. 

It has rejected US pleas for 
fundamental refonn, prri'er^ 
Ting instead to adiqpt what 
diplomats say are the mini- 
mam changes necessazy to 


eeinplainante In the aue^ 
eseM cess broii^ against 
the ragiina bi the World -nrads 
Orgre isa tioii, told the WTO'S 
cBteNito setUement bo(^ that 
the European Comntisteoo's 
propoeaie oonfetued the same 
fundementel igecifci B t M tton* 
as before. 

Whan Vie EU rsporte on 
how it plane to comply with 
the banana rufeig, the 
complalifeig CQurbias can try 


roairfl the regime WTOcom- 
jMtfiile. Thos. the Oommi^ 
rion will retain the quota 
which is subject to tariff - for 
countries including those in 
Latin America - at a.2m 
tonnes, and at the cmrent 
level of Eca7& ($83) a tonne. 

But it win establish a far- 
ther "autonomous'’ quota of 
SSSJWO tonnes at a duty of 
EcuSOO a tonne. Anocatkm of 
^Tecific shares of the Twain 
tariff quota to suppliers 
would continue, but be 
granted only to those with a 
"substantial interest" (those 
with more than 10 per cent 


to aocura dianges in the 
sc heme through consultetione 
or refer the Issue beck to a 
WTOpaneL 
The daputo seuieiiieiit 
body alao yastorday 
eateblished a panel to hear a 
compiakrt concerning 
AuetraBan subrtcMes to car 
lealher produeere, after 
Washington asked for an 
earBer panel on the same 
issue to be wound up. 


of the import market Costa 
Rica, Columbia, Ecuador and 
Panama). Other suppliers 
would have access to the 
remaining share of the 
quota. 

The mariniutn quantities 
for "traditional” ACP 
imparts attracting zero duty 
would stay at 857.700 tonnes 
bnt would not be distributed 
among countries. 

Latin American c^zpuriers 
would gain throu^ reform 
(tf the liceDsmg system eUm- 
inating cross-subsidies to 
ACP coumries. the (knnmis- 
slon says. lb . help oonq>^ 


sate. ACP countries would 
receive aid of about EcuSSfou 
over 10 years. 

The US fovDurs a system 
involving a single imports 
quota fra* all exporters to tbe 
EU with two differast tarifEs, 
one for ACP bananas and 
another for the rest. It 
believes tbe Commission's 
proposed regime is "arbi- 
trary". discriminates against 
efficient son-ACP producers, 
and breaks WTO rules. It 
also believes it fai^ to reflect 
what the position would be if 
there were no restrictions. 

Like tbe Latin Americans, 
tbe US argues that tbe ACP 
quota allows for strong 
growth of exports ‘While the 
discrimination inherent in 
the two quotas allows no 
such room for Latin Ameri- 
can countries”. ACP coun- 
tries would be able to take 
shares of the 2.2m tonne 
main quota. 

The anz^lainants will be 
politely rejected by the EU 
countries vrbo see tbeir task 
in the next few days as 
adjusting rather than fimda- 
mentally changing the Com- 
mission’s pn^>Qsals. 

EU banana producera will 


try to reduce the amount of 
imports allowed under tbe 
new autonomous quota to 
less than tbe suggested 
353,000 tonnes. Some also 
want more aid for EU 
banana growers, against tbe 
wishes of the Commission, 
to take account of increasing 
.costs. 

Countries favouring a 
more open bananas market. 
ineJudiag Germany, Ibe 
Netherlands. Belgium and 
Denmark, are seeking a 
reduction of the tariff in tbe 
new autonomous quota. 

The tw'o other outstanding 
issues are the details of 
importing licensing arrange- 
ments, and support, possibly 
thnm^ jarom^nnal aid, for 
"fair trade" bananas pro- 
duced according to criteria 
aimed at improving condi- 
tions for producers and pro- 
tecting the eoviitmment. 

All of these are relative 
side issues for the WTO com- 
plainants. Commission offi- 
cials are confident tbeir 
regime is WTO-compatlble 
and question whether the 
complainants will carry out 
their threat to return to 
Geneva.' 


US and 
Japan 
in Apec 
clash 

BrTJLTknblfo^ 

A raw between the US and 
Japan over how fast Japan 
should open up its markets 
is throatening to undermine 
a plan by Pacific Rim coun- 
tries to accelerate hboralisa- 
tkm their economies. TTie 
US and Japan held bilateral 
talks yest^day. the first da^’ 
of a cwoday meeting of trade 
ministers in the .Asia Pacific 
Economic Co-operation 
forum in Kuching, Malaysia. 

The plan, ln\'Ql\ing "vol- 
untary” opcining of trade in 
specific sechws, was agreed 
fay Apec leaders Iasi year. 

The scheme was Intended 
to inject impetus into ApetTs 
flagging drive to meet its 
target of freeing r^onal 
trade and investment in 
industrialised member econ- 
omies by 2010, and In ile\'el- 
oping ones by 2030. 

TTie US and Japan are in 
diqmte over whether Japan 
should be allowed to opt out 
of certain industry sectors 
targeted for liberalisation. 

Under the 21-member 
group Earl)' Voluntarj' Sec- 
toral Liberalisation scheme 
15 sectors are to be opened 
to foreign competition by 
2005 with tariff-cutting 
starting in 1999. 

The US wants Japan to 
open ail nine priority sec- 
tors. "Japan should deregu- 
Lite and open its economy in 
a meanin^ul way, particu- 
larly to the economies of 
Asia which depend so 
heavily on Japan as a 
regional engine of growth." 
says the US trade represen- 
tative, Charlene Barshefrk)’. 

Unless resolved, the dis- 
pute would mark a further 
setback for Washington's 
efforts to press Japan to 
open its market and deregu- 
late its economy, so as to 
revise Japan's fost growing 
bilateral trade surplus. 

Japan appears to be resist- 
ing US pressure, saying it 
would be politically impossi- 
ble to open some sectois. 

Japan is particularly sensi- 
tive about opening maikets 
for fish and forestry prod- 
ucts. 
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DEBT PROBLEMS BUSINESS HALTED AT INVESTMENT COMPANY □ DIFFICULTIES MOUNT IN HAINAN ISLAND SPECIAL ECONOMIC ZONE 


China issues closure order against bank 
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By James HanBog at Beging 
and John Riddfaig In Hmig Itong 


China has ordered the 
closure of a bank and shut 
down an Investment com- 
pany, both si^ials that in 
the light of Asia’s financial 
crisis Beijing is startit^ to 
take action against profli- 
gate financial institutions. 

The decision to shut the 

Hain an Development Rank. 

which has pnn^ unable to 
pay its debts, is tboi^t to 
be the first time the Coznmu- 
nist govemmoit has chosen 
to close a commercial bank. 

China Ventoretech Invest- 
ment ConKuratioD. one of the 


country’s earliest and most 
prominent trust and invest- 
ment companies, is also 
being shut down for not 
being able to pay its debts. 

The failure of the bank, 
which has coUapsed under 
the weight of bad loans to 
investments in Hainan's 
burst property bubble, offers 
a reminder of the 'chronic 
weaknesses in China’s bank- 
ing system. China's central 
hfltik conservatively calcu- 
lates that commercial banks 
have problem loans worth 
roughly $180bn or 20 per 
cent of total assets. Most pri- 
vate sector economists 
believe the situation is even 


worse, suggesting that most 
of Chhia’s banks are techni- 
cally insolvent 

But analysts yesterday 
welcomed the intervention, 
which they said was at least 
a healthy sign that the 
havoc wreaked by heavily 
indebted banks across Asia 
is pEomptii^ BeUu% to push 
al^ with reftmn of China’s 
own tronhled financial insti- 
tutions. One industry ana- 
lyst in Hoi^ Kong said: 
“China has shown witii hs 
reforms of state-owned cs]te^ 
prises and with Its banks 
that it is learning lessons 
from Asia's crisis.” 

China’s financial sector 


jonblons have be» particu- 
larly acute on the southern 
island of Hainan, the coun- 
try’s largest special eco- 
nomic zone, where a combi- 
nation of corruption, lax 
regulation and rampant 
speculation in the 199Qs has 
brewed a srnan but escalat- 
ing economic crisis. 

Last year, a combination 
of fraud and the fallout from 
fruled p rope r t y investments 
prompted runs on credit 
unions in. the province and 
the di^tcb of investigators 
by the central bank. Zhn 
Rongli, then vice-premier, 
ordered the Hainan Develop- 
ment Bank, in which the 


provindal gove r nment had a 
majority stake, to lake con- 
trol of 28 of the CF^t 
unions. Five oth^ were 
closed. 

A statement from China's 
central bank issued yestei^ 
day said: “As the Hainan 
Develc^ment Bank is unable 
to pay its debts oa time, is 
order to protect the l^al 
rights of creditors, the 
People’s Bank of nhma has 
decided to close the 
baidE. . . and stop an hs busi^ 
ness QperatiaDS." 

The bank has been placed 
under the trustee^np of the 
Indnstrial and ComniHoial 
Bank of nbina, a state- 


owned eonunercial hank. 

The central bank has also 
ordered a halt to business at 
Ventaretedi, a state-owned 
investmoxt firm, because the 
ft w iH 'a ny nannnt pay matur- 
ing deto, according to a 
company rfBeial quoted by 
Reihias news agency. 

Andy Se, vice proident of 
Morgan Stanley Asia, said; 
“tt is a very positive step.” 
-He said thm was urgent 
need fra: reform among many 
investment trust companies. . 
which had gr o wn as 
frmd-raisbig vdicles for gov- 
ernment agencies but had 
often used fnnds Ineffl- 
ciently. 
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Economic 
fears force 


Indian minister 
urges investors 
to remain calm 


Japanese politicians call for 
controls on capital outflows 


HK to act 
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By John Rfddiag and 
Iflrise iJicas ta Hong Kong 


By KcUyo NakanMrto and 
69180 761181111190 


By Kritima Gubs in Bombsy 
and Kark H i diol s on 
in New Delhi ' 


Yasbwant Sinha, India’s 
n nance minister, yesterday 
urged investors not to panic 
following Moody’s down- 
grade of the country's sover- 
eign credit rating from 
investment to speculative 
grade, a reduction to the 
level of “Junk bond” status. 

He told an audience of 
Bombay’s business elite that 
the US credit agenc}’'s move 
was “overcautious” after suf- 
fering criticism for its failure 
to predict the crisis in east 
Asia. However, he admitted 
the extent of the downgrade 
was surprising. 

Mr Sinha said he “did not 
understand” why market 
sentiment had turned so 
sour, blaming “breathless" 
press reports. 

Mr Sinha said investors 
had “over-reacted” to eco- 
nomic sanctions imposed by 
the US after India's nuclear 
tests. But he held out the 
prosi^ of new initiatives if 
the situation worsened. 

India’s currency and 
equity markets foil yester- 
day following Friday’s down- 
grading by Moody's Investor 
Service. The BSE-30 index of 
leading stocks fell below 
3,000 before recovering to 
close down 65 points at 3J)78. 
The rupee closed at 42.72 to 
the US dollar, a new low. Mr 
Sinha said the rupee's value 
should not be seen as a test 
of national pride. 

Yesterday’s declines 
understate the extent of the 
pessimism w'hich now grips 
India’s markets. “I don’t 
recall ever being this bear- 
ish.” said the head of 
research at one securities 
firm in Bombay. 

Sentiment has also been 
w(?akened by a growing mar- 
ket perception of indecisive- 


ness and policy drift from 
the BJP-led government fol- 
lowing its badly received 
June 1 budget, combined 
with fears that rows with 
some of its regional coalition 
partners heralds .a further 
period of political instability. 

Though the, markets dis- 
liked Mr Sinha’s first budget, 
they also reacted badly to 
his subsequent decision to 
roll back a series of budget- 
ary measures, including 
halving a special customs 
duty of 8 per cent and restor- 
ing a subsidy on urea. 

LJC. Advani, BJP home 
minister and one (rf the par- 
ty’s most Influential figures, 
yesterday a dmi tted to ‘Tafl- 
ures” during the govern- 
ment's first three months in 
office, saying that apart from 
taking “pride” in India’s 
nuclear tests, his govern- 
ment had so far not achieved 
“ anything mnch”. 

Moody's downgrade - 
which was widely expected - 
emfirms that India has lost 
its safe haven status follow- 
ing nuclear tests, sanctions 
and a bungled budget 

Since India conducted Its 
nuclear tests last month, the 
stock market has lost a quar- 
ter of Its value. Foreign 
investors are desertii^ the 
market Latest figures show 
that in tbe first week of June 
foreign institutions pulled 
Rs5bn ($118m) out of India, 
on top of Rs9bn in May. 

Fund managers say India 
is now a high-risk invest- 
ment destination. They have 
lost confidence in policy- 
making after a protectionist 
budget was followed by a 
series of embarrassing 
U-turns. “There is no confi- 
dence in this govamnent or 
its finance minister,” said 
one fund manager. 


Currencies, Page 29; World 
stodi marfcris, Page 40 


Leading politicians in 
Japan's ruling party are 
demanding short-term con- 
trols on capital outfiows to 
stop dom^c investors from 
selling yen and triggering a 
spiral of regional currency 
devaluations. 

The call comes amid signs 
that gloomy economic data 
and recent yen weakness are 
prompting Japanese inves- 
I tors to move their money 
' into non-yen assets, snch as 
j US government bonds. 

*“1116 majority of MPs in 
the Liberal Democratic party 
fieel that there is a need for 
controls on capital flows” to 
preveait such flows fium trig- 
gering a virious cycle of cur- 
rency devaluations, says 
Yuji Tsushima, an LDP 
member of the lower boose 
of the Diet 

The level of foreign cni^ 
renqy assets held by domes- 
tic mutual fimds groups, for 
example, rose to a six-year 
high of Y4.300bn ($31.Sbn) in 
May. 7.3 per cent hl^er 
than the previous month and 
46.8 per cent higher than a 
year before, the Investment 
Trust Association says. 

The government officially 
denies there is any evidmee 
of a capital EU^l Althoi^ 
net purchases of foreign 
equities and bonds surged to 
a record Y3,74Clbn in April, 
Japanese corporate investors 
usually purchase foreign 
seciuities each April because 
they have sold foreign secu- 
rities at the end of the fiscal 
year to flatier their results. 

This year's rise followed 
heavy net sales of foreign 
assets in February and 
March. Preliminary govern- 
ment estimates also suggest 
that net foreign bond pur- 
chases have since foUen to 
Y557bn in Mhy. 

Economists such as Jesper 
Roll of J.P. Morgan argue 
oBicl^ data now understate 
the capital flows since they 


"SWi 




r-s5, w 




■■wArf*;.'- 1.V 




Masatiani Ibio, first head o( Japan’s Financial SiqiarvEsofy Agen^, con si der s a repoitsf's question at 
his ftst news conference os the new financial watchdog Parted work In Tokyo ye s terday. Reutem 


doe not capture all cross-bor- 
der movements. Judging 
from portfolio patterns, he 
predicts that non-y^ assets 
hdd by Japanese investors 
win rise to Y23,0QDbn this 
year, up from Y6,500bn in 
1997. “Coital fli|d)t is defi- 
nitely affecting the yen.” he 
says. 

Bureaucrats say the LDP 
eaiifi for capital controls are 
unlikely to be uxtolemented 
as it would potentially have 
a negative impact on the 
markets and effectively 
reverse the government's 
Big Bang reforms. 

' “Without a basic change of 


structure wblch may prevent 
the unnecessary flow of 
mon^ from t his conntiy. . . 
Tiriiatever amnrmt of nmney 
we put pnto tbe econtany] in 
the -form of additional gov- 
ermnmt speudii^. . . may be 
immediately offset by nega- 
tive movements in 
short-term capital,” Mr 
Tsushima explains. 

- Japan has sufficient for- 
eign reserves and a high 
level of savings to withstand 
such sharp capital outflows, 
but tbe problem arises when 
the flow of capital out of 
Japan leads to yen wealmess 
and that in turn affects 


other currencies, Mr TSnsh- 
ima says. could beoenne a 
viclouB cy^e and so we 
should discuss how to coo- 
trol csqntal flows to prevent 
that.” he says. 

Tbe LDP comments reflect 
growing omcem within gov- 
ernment that tbw hlamp for 
Asia’s finan cial eilsis Ues 
with peddey failure in Tokya 
TTie emergency Group of 
Seven meeting of deputy 
finance ministers at the 
weekaid .called on Japan to 
restore stability quickly to 

tha frnanrfal seCtOT tO pre- 
vent the yen fimn weaken- 
ing farther. 


In announcing a HE$32bD 
(US$4.iSbn) package of eco- 
nomic measures yesterday, 
Tung Chee-hwa. Hong 
Emg’s post-colonial leader, 
^iras making a bold attempt 
to the downward spiral 
of the territory's economy. 

The need for action, sp- 
iralled Mr Tung, was tbe 
prospect of a second quarter 
of contraction, confinnlng 
foars of fifll-hlown recession 
- tbe first rince 1985. 

But his remedies are not 
without risks. In seeking to 
bolster crumbilng public 
ennfittenge, the government 
may have jumped on to a 
second bom a dflemma. 
the perception that Hong 
Kong has shifted from a 
stance of non-intervention, 
strayed from fiscal prudence, 
and bowed to pressure firom 
tbe tenitmT's powerful prop- 
erp magnates. 

TTrwIgriining the tlilamma , 

Standard & Poor’s ann- 
ooneed it would place the 
territory’s forepn currency 
ratings m review for possi- 
ble downgrade. The US rat- 
ings agency cited concerns 
that the territory’s tradi- 
tional non-interventionist 
stance mpbt be compro- 
mised by the economic 
downturn. 

Alongside measures to 
boost hquidtty in tbe bank- 
ing market and improve 
access to loans for small and 
medium-sized enterprises, 
the omtrepiece o£ the pro- 
posals is a freeze on govern- 
ment land sales until April 
next year. This was a ccmtral 
demand of the bp develop- 
ers and had spai^ed reports 
of a boycott of a government 
land auction scheduled for 
today, but now can ceiled , 

Donald Tsang, financial 
secretary, said the move 
reflected the severity of the 
downturn in the property 
sector. “A frdl of 40 per cent 
in six months is traumatic,” 
he said. Combined with a 50 
per cent fall in the stock 
market since its peak last 
August, the decline has 


wiped more HKSJiOOQbn 
off the territory's wealth, 
dealing a se\ ere blow to cou- 
sumer confidence and com- [ 
pounding the effects of a 
credit crunch and high real 
interest rates raised to 
defend the currency peg to 
the US dollar. 

In seeking to bolt tbP 
slide, the government is 
undermining ouc of its main 
polic\- platfonns. a preunise 
to increase housing supply 
by 85.000 units each year. 
Remoring government rev^ 
nues hum land sales would * 
lead to a budget deficit this 
year of an estimated ™ •, 
HK$21bn. said Mr Tsang, | 

compared with an earlier i 

forecast of n surplus of | 

HK$libn. But he rejected ! 

concerns he had compn^ I 

mised f»cal prudence, argu- I 

ing that the projected itefidt ^ 

would be less than 5 per cent i 

of gross domestic product J 

and would be dwarfed by fls- ] 

cal reserves of HK$4S0bn. 

A budget deficit in Huxp • 
Kong is unusual, though not 
imprecedented, and Mr Tung 
and h\s team were at pains 
to underline their commit- 
ment to small government 
and fiscal prudence. 

“1998 is a very excepthmal 
year," said Mr Tsang. justift'- . 
ing the unusual steps beiipill: 
taken as pragmatic, precau- 
tionary and temporary. The 
government was not 
obstructing a^u.slment to 
restore competitiveness, said 
Mr Tsang. merely seeking to 
avoid exacerbating the prop- 
erty decline. Crltiirs were 
unconvinced. “Just lost 
week Mr Tung was saxing It 
was bad to undermbiu fiscal 
discapUne. that It is bad for 
the currency pt^,” said John 
Seel, associate director at 
Bear Stearns Asia. “.And that 
P clearly what they are 
doing now.” 

For many, however, the 
risks of sending worrxing 
signaP to the markets was 
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ster the economy. ‘*Speclar 
times require special mea- 
sures.” said Steven Thomp- 
son, chief analyst at Nikko 
Besearch Centre. 
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Thailand quietly eases rules 
governing foreign ownership 
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By Ted BardMfie ta Bangtaik 


The Thai government, slow 
to push through com^eben- 
sive reform of politically sen- 
sitive r^nlations on Ibragn 
inv’estment, P quietly creat- 
ing several tenmoreiy loop- 
holes in its tongh restric- 
tions on foreign ownership 
of bosinesses and 

Foreigners are generally 
I barred from owning majority 
I stakes in Thai companies 
' and cannot own land or 
I prep ay wttii the exception 
of a hnuted number of hous- 
ing apartmeat units. 

Neveribeless, in the past 
several months nnmerous 
Thai government agencies, 
desperate for fore^n cash, 
have qpDed the don for a 
limited time to finawr-iai 
institutions, property devel- 
ops, TnaTiiiftir»faTriwg wmpa- . 
nies and even those wanting 
pennanent residency in the 
kingdouL 

MuItinationaP have been 
quickest to take advantage 
of r^nlatims t^bred by tbn 
Board of Investment 


allow fbreigners to take 
majority stakes in tiieir joint 
vfiiture subsidiaries. 

Since the regnlations were 
issued Pte last year, 77 
majority Thai jmnt ventare 
companPB have become for- 
eagn-owned, resulting in an 
inflow of more than BtlOhn 
($24Sm). 

The overwhelming major- 
ity of these iwmpanl^ 31^ 
Japanese, althon^ US com- 
panies have broo^t in 
BtSlSbn. The regulations are 
in force for only as long as 
Tbai joint venture partners 
are unable to ftmd capital 
increases. 

The govemment has pramr 
Ised the International Mcoie- 
tary Fnnd it will pitgiose to 
parliament in the second 
half of the year several 
amendments to the Alien 
Business Law, trindi could 
make scene rqgulatlions per- 
manent. 

Abhi^ VegJafiTa, minister 
in the prime minister’s 
office, said tbe new law 
should be p uuuu ted fer cabi- 
net appro^ by the end of 


the month but he was 
unable to predict if parlia- 
ment would pass it during 
the coining session, whicdi 
lasts until Oetobtt. 

Three Thai governments 
since 1992 have pledged to 
amend the law but parlia- 
ment has ahniys bera dis- 
sedved before legislation was 
approT^. Ma^ analysts 
aid this next seasioa of par- 
liament could be the last 

before the next deetton. 

In the meantime, thing* 
are moving forward "in a 
typical Thai way, ad hoc and 
messy,” said Pder Brimble 
president of The Brooker 
Group, a Bangkok-based 
investment consultancy 
^ome fgoveniment) people 
are open—and theyYe jump- 
ing m and going forward.” 

to the property sector, 
where resistance to foreign 
ownership is greatest, the 
Securities and Exchange 
Com^ion has created a 
vehicle known as a pronertv 

me ftad, are'Xg 

tor^-owned Thai trusts 
that can own property. But 
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the scheme carries a number 
of time limits and the fiin/te 
are largely unable to own 
raw land. 

The Board of Investment 
is also due to propose, in the ||( 
next two weeks, granting • 
non-tax investment privi- 
to office buildings and 
residential developments, 
which would allow them to 
aroly for fun foreign owner- 
ship. And the finance and 
mterior ministries are work- 
“g on extending leasehold 
terms for foreigners from 30 
to 60 years or more. 

For the next two years, 
anyone deposited BtlOm w 
more in a Thai bank, or 
ma^g a similar investment 
“ caaatcy, and leaving 
It there for at least three 

jent residency, usually a dif- 
flcult i»rmit to obtain. 

Foreigners have also been 
^nted the right to own 

d^ already, but wlU be 
jmable to subscribe to capi- 
after a lo-year 
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Korea returns to privatisation 




By John BurlM ta Seoul 


Ous to tte nnducDon etf llie single MaflMt fo couHiia BE Gunetejr doqkig to a fHw syam ol GORidns VbJb siiMes. AR VBdB Spns ae sesonoy abated, uHpt for 
tM Relan aM M tre Gonwi curam Kcoufl. inportt can ba doiM by sutttaaine tte "SUe tode fatbon tarn flxpQcn. Expert Bid n^ort ara cdnMad sn Be FOB 
(bn m bmb, esieqS (v GcRnan and Itsbn invoris vnen use the Off method (nehiWg esnaga, banEe and frei^ charges^ Qannan dm la Id and bchidno Jime 
1990, Btsan bi itWcs, rtUr ID 9)4 (onner Wee Ganmiy. The nernnal afleeM enfumge rata ora peW awaga ol Bank of En#M aademgined IncB^ [lab 9bpM tqr 
Doinreoin and WEFA hsm nn fo na l govern^ and cenbal bsik saweea. 


South Korea yesterday 
announced a new schedule 
fbf the prhfgtteaHm nine 
state companies, whhdi has 
been repeatedly delayed 
since 1993 becanse of poor 
maiket conditions. 

Under the latest plans, the 
government hopes to raise 
SlObn from foreign investois 
by 2002, beriming with 
the sale of Pohang Irim & 
Steel (POSCO), Korea Heavy 
Industries anicl Ccmstruction 


and tiiree smaller companies 
later this year. Four otha 
emnpanlee, forfading Korea 
Electric Power (Eepco), 
Korea' Telecom, Korea 
Tobacco and' Gln^ng, and 
Korea . Gas, wxU be 
gradually privatl^ by 
2002 . 

Tbe guveruiuent plans to 
di^fose of its csitfre 33 per 
cent in Fosco ever the next 
year. Korea Heavy todos- 
tries wSD first be listed on 
tbe Seoul bomse this year 
before tbe govemmeat sdls 


51 cfiDl of the enetEv 
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Nouri dismissal seen as 
a defeat for Khatami 


By Robh ABen in Tehran 
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Tehran’s Radio Basaar, the 
name for the city's trad i- 
tional rmnour mm that gpgg 
into top gear in moments of 
high drama, was working 
overtime yesterday after pai^ 
hammt’s mamigaai of Abdol- 
lah NourL istexlor minister. 

Acccvding to I ranian huci. 

nessmen, diplomats and 
other observers trying to 
wei^ up the latest round in 
the stiuggle between reform- 
ists and their opponents who 
bold most of the constitu- 
tional levers of power, the 

coDsovatives' impeachment 
of Mr Nouri represents a 
"tactical defeat tor Pre^doit 
[Mohammad] Khatami". 

It was only partly compen- 
sated fw by the speed with 
which he made Mr Nouri 
one of seven vice^uresideDis 
with a seat in the caUneL 

At the same time, he 
threw down the gauntl^ by 
appointing Mostafa Tajza- 
debu Mr Nouii's former dep- 
uty, as interim interior min- 
ister, a nomination almost 
sure to be rejected by the 
M^tlis (parliamentx 

According to several 
obsenrmrs, Mr inia*amt can 
carry on fer at least three 
months, perhaps longer, 
without seeking parliamen- 


tary approval for Blr Tajza- 
d^ - "and a lot can bsspm 
in three months”, com- 
mented one. "Mr T^zadeh 
has been one of the most 
outspoken ofQcials in the 
interior ministry in favour of 
reform," said one diplomat. 

He hffi mooted the possl- 
Ullty of holding Iran’s flist 
nationwide local municipal 
elections next February. 
“This could mean some 
160,000 people proposing 
themselves as candidates,” 
he added. 

Sudi a number could test 
the structure of the constitu- 
tion and ovenrifehn the coo- 
servatives, who control tiie 
12-maa Conn^ Guard- 
ians. The council has the 
right not only to vet candi- 
dates but also to annul any 
results. 

Mr Tajzadeh’s interim 
appointment, analysts say, 
signals the president’s inten- 
turn, rasistanoe from 

parHam^ to continue the 
programme of political, 
social and ecozmmic refhrm 
for vdiich he has the support 
of more than 70 per owrt erf 
the population over the age 
of 15 who voted for him a 
year ago. 

The president has several 
strengtim, observers note, 
starting with the d^iree of 


his own commitment to 
refonu. and his ability, 
which his exponents ednnot 
ignore, to exploit national 
support and the limited con- 
stitutional powm available 
in Mmarif and his ministers. 

The mteiw minister does 
not control the police and 
security forces, which 
remain the prerogative of 
Ayatolhfa All lOauDenei, but 
can appoint and dismifw pro- 
vincial govemMs and offi- 
cials. 

Mr Nouri had made full 
use of this author!^ to 
remove officials appointed 
by conservatives In previous 
years. 

The Tehran daily newspa- 
per warnghawH , under 80 edi- 
torial entitied Impeerii or 
Revenge", has suggested 
that the conservatives’ 
desire to be rid of this 
threat, which ob s erver s say 
could undermine their own 
chances for re-election is 
parliamraitary Sections doe 
in Afanfa.SOOO, was the real 
reason bdhind the move of 
these MPs to p)ay factional 
politics. This was, it went 
on. a reason far removed 
from the ones offered during 
Sunday’s impeachment 
drirata 

Pruponents of reform sug- 
gest factional politics is not 


a long-term option for the 
conservatives, given the 
national support whidi Mr 
myoys. 

Zf so, the mnsaage appears 
to have been lost on All 
Akbar Nateq-Nouxt the pan 
liamentary speaker, who 
claimed that impeaching 
sunistexs on the *>igh*” of 
the parliament did not mean 
“contradiction and confron- 
tation between the legisla- 
tive and executive 
branches". 

Analysts say future tar- 
gets for impeachment are 
Ayatollah Mohajerani. 
Islamic guidance and culture 
minister. Kamal ZQiai> 
razi, foreign minister, the 
former for encouraging 
“excessive” Srsedom of the 
press, and the latter fer hav. 
log allowed into the country 
so many US nozegoveznment 
officials. 

But the first victim the 
conservatives’ latest count- 
er-attack could be Gholam- 
Rarhfla-hi, Tehran’s 
mayor, whose trial for 
embezzlement continues 
nextweek. 

An ontqmken sigqporter of 
Mr Khatami, who did not 
return the campliment, Mr 
Karbasrhi is seen as particu- 
larly vulnwable to the wrath 
of the conservatives who 



AbdoBeh Nouri foottond, ban's Mariorminisler,; 
p e ri l sm an l during Sundays Impea c hm ent hearing. Above is 
pe rtn ent ti M b n a n A8 Akbar Wateq ftciure: CP 


control the Judiciar>'- 
Looming above the domes- 
tic infi g h tittg is the grim 
■prospect of a collapse in oil 
revenues, putting further 
strain on an already 
stretched economy, and 
making Mr Khatami’s eco- 
nomic reform programme 
more urgent, at a time when 
relations with the conserva- 
tive apposition in parliament 


will make H mesv difficult to 
achieve. 

According to senior 
ftnasce officials, oil reve- 
Dues, on whidi Iran rehes 
for 80 per cent of its hard 
currency earnings, totalled 
¥15bn in the last fiscal year 
to 20 March, and "may well 
go down, at the present rate 
of decline In oil prices, as 
low as SSuShn this year”. 




Minis ters gather to broaden pollution debate 


By Ranees WBlIans in fisneva 

Environment ministers ftom 
North America, Enrope and 
central Asia begin a three- 
day meeting today in Aar- 
hus, Denmark, which will 
see the signing of a 
far-reaching treaty to boost 
public partidpatitm in envi- 
ronmental decision-making 
as well as two pacts to ban 
or restrict certain toxic 
diemicals and heavy metals. 

The convention on access 
to information, public partic- 


ipation in decision-making 
and access to'justice in envi- 
ronmental matters aims to 
give the put^ a say in deci- 
sions relating to pollution, 
health and land-use planning' 
as well as bio-diversity 
issues such as genetically 
mndlfimri nr gflnigma 
The other two pacts, also 
n^oUated by tile ^member 
United Nations Economic 
Commission for Europe 
(^CE). will curb the use of 
substances that pose a seri- 
ous and cumulative risk to 


himian health and the envi- 
ronmenL 

The accord on heavy met- 
als requires signatories to 
cut emissioDS of lead, cad- 
zujam and m e romy to below 
1990 levels and to phase out 
leaded petrol within six 
months of the agreement 
coming iniix) Ihroe. However, 
a controversial let-out for 
countries such as Russia 
wi^ can demonstrate real 
difficulties gives up to 
10 years to comply. 

The secemd pact deals with 


16 persistent organic pollut- 
ants (POPs), chemicals 
known to be carciaogenie 
which are also associated 
with falling sperm counts, 
birth defects, physical and 
intellectual impairment and 
hnmune system damage. 

This accord will ban pro- 
ductim and use of ^ht pes- 
ticides such as aldiia. (falor- 
dane and toxaphene. The use 
of other products, including 
the pesticides DDT and lin- 
dane, and certain iadustrial 
rhpmlralB sudi as poIychloT- 


inated biphenyls (PCBs), wiD 
be strictly controlled ahead 
of eventual elimination, 
while emissions of dioxins 
and other dangerous by- 
products of industrial pro- 
cesses will be limited. 

The ECE's POPs agree- 
ment will be the basis of 
negotiations on a global 
treaty that b^in in Montreal 
next week under the aus- 
pices of the UN Environment 
Frt^ranune (Unep). (%emi- 
cals such as DDT and toxa- 
phene already banned in 


many western nations are 
still wridely used in the 
develiming world. 

• Measures to ban chemi- 
cals that destroy the earth’s 
protective ozone shield have 
been “an outstanding suc- 
cess”, acamling to a scien- 
tific report released yester- 
day by Unep and the World 
Meteorological Organisation. 
However, the report warns 
that signs of increasing 
atmospheric ozone levels 
may not be detectable for 
another 20 years. 


OECD EMPLOYMENT OUTLOOK 


Jobless likely to stabilise 
at 7% of die workforce 
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The level of registered 
unemployment in the indus- 
trialised wwld is expected to 
stabilise at about 35m people 
or 7 per cent of tim work- 
force in the next two years, 
according to the ' latest 
employment outlook pub- 
lished yesterday by the 
^ Organisation for Eiconomic 
Co-operation and Develop- 
ment 

It (icHucasts employment in 
the European Union will rise 
more stnm^ than at any 
time 1990 with a net 0.9 
per cent increase this year 
and in 1999. However, it says 
unemployment at over 10 
per cent in- the EU “witi 
remain a serious economic 
and social problem". 

The survey warns that 
unemployment will rise in 
both the UK and the US. The 
prcyected slowdown in eco- 
nomic activity may lead to a 
miiri raversai of the down- 
'ward trend in the unemploy- 
ment rate", in those two 
countries, it sasra. In the US 
there will be a sli^t rise 


OECD 



OCDE 

Reports by 
Robert Taylor, 
Emptoyment Editor 


firom 4.8 per cent this year to 
5 per in 1999 while the 
UK increase in unemploy- 
ment win be from 6A per 
cent to 7J2 per cent In 1997 
the jobless rate in the OECD 
am declini^ slldtily to 7A 
per cent of the workforce 
-with falls In. Finland, 
Ireland, Poland, Spain, Denr 
mark. Mexico, the Nether- 
lands, Norway and the UK. 

The survey also forecasts 
that there win he a “sli^ 


acceleration in wage infia- 
Qon” in the UK, Denmark, 
Ireland. Finlaad and then 
Netherlands with an overaB 
slowdown in productivity 
growth. 'While the growth in 
unit labour costs is expected 
to &n from 2.1 per cent last 
year to 1.6 per cent in the 
OECD area, tiie UK is e^ieo- 
ted to register a 4 per cent 
Increase this year falling 
back to 2.8 per cent increase 
in 1999. In Germany a net 
fan in labour costs is selec- 
ted and arise of less tiian 1 
per cent in France. 

The OECD says that prog- 
ress in tackliag high unem- 
ployment ^has been mixed 
aerbes member countries. It 
points out ' that structural 
wriampln yment has decUned 

in only six countries since 
1S90 ' Australia. Denmark, 
Ij^and, the Netherlands, 
New Zealand and the UK. 
Efewever unemployment has 
“remained stable at a low 
level only in Norway, the US 
and Japan. 

• The long-term decline in 
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average annual hours 
worked per person has 
slowed significantly since 
the early 198Qs in n^y aU 
OECD countries esc^ Ger- 
many. Japan and the Nether- 
lands, says the report. 

But It lias found little evi- 
dence of any widespread 
move to new forms of flexi- 
ble woridng except fm* the 
use of part-time workers. 
The OECD exjxesses scepti- 
cism at the recent moves by 
governments in France and 
Italy to cut basic working 
hours. “It has not yet been 
possible to devise a measure 
which will esicourage large 
flumbefs of firms to reduce 
hours of full-time workers 


with incurring a heavy coet 
to the public purse," it says, 
while casting doubt on 
whether the move wUl cre- 
ate many jobs. 

It does however say that 
cuts in hours may lead to 
some overall job creation 
and to some job losses being 
avoided or delayed. How- 
ever. there is no raascni to 
believe the number of extra 
jobs will be large while the 
risk of job lasses could not 
he ruled out. 

The Employment OuttooA. 
fnm OECD, 2 Rue Andre (!) 
fiscal, 75775 Paris. Prance. 
PFr27S(946l. 
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F amil y analysis throws new 
light on nature of joblessness 
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OLDER WORKERS WO RKLESS HOUSEHOLDS 

Demand 
for the 
aged 

Industrialised nations will 
have more and more older 
workers over the next SO 
years as demand rises for 
those wifli skills, says the 
OECD. This wiD lead to an 
end to early retirement 

sdiemes. . .. 

Employment trends indi- 
cate the labour foree early 
next century will grow much 
more slowly than reqently 
except in Hungary and 
Folanil 

The OBCao estimates the 
percentage of the wortflffce 
• aged 45 to S9 years will rise 
from 26 to 32 ^ 
between 1995 and 2080 whfle 
the share aged BO years and 
over will grow fiwn 5 ^ ® 
per cent and to 17 per cent if 
retirement patterns reM 
to those experienced before 

The key question is how 
successfully companies can 
aiBust to such dOange, says 
the OECD report 
The OECD hdieves there 

is a danger governments 

Mw plo yers wiH fail to mate 
sufficient investments- m 

education and tra ining for 
older workers. 


The growix^ number of 

households' without any 
earners is becoming a seri- 
ous problem in industriav 

Used countries, according to 

the OECD report. It argue 
♦hat the traditicmal analysis 
of the unmnplpyed as indl- 
vidnals offers only a partial 
picture, and their econosole 
well-being depoids to a large 

degree on the support they 
receive from other house- 
hold members who may be 
in work. 

The figures indicate the 
countries which have the 
most households without 
any paid work are .different 
from those recording the 
Mph« t rates of Jobless indi- 
viduals. As many as 37 per 
cent of households in Fin- 
land and 34.8 per cent of 
those in Bel^iim have 
nobody who is employed ln 
th PTw The lowest proportion 
of woiklms bous^lds are 
in Portugal <li3 per centk 
the US (IBA per cemt) and 
Australia aes per cent). 

The OECD talks of a “non- 
employment rate" or jobless- 
ness which it believes "can 
be considered as a broader 
lodtcator of Imde^uti^Jsation 
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of labour resources than the 
unempioy™^*^^ rate". This 
new rate - defined as the 
sum of the regiriered nnem-' 
ployed and maettve in tire 
labour market divided by the 
peculation of workhig age - 
Indudes those who have 
been discouraged from 
seaRhfrig for work and are 
coDsequoitly not counted as 
unemployed under the stan- 
dard deCfoltion. 

The report says that , a rri- 
ativeJy low proportion.of the 


so 60 

■^iSBMyns 

inactive popolatioo live in 
households withoath person 
in work in southern Euro- 
pean countries as well as 
Trdand and Megdeo. It also 
indicates the highest non- 
employment or joblessness 
rates are in Greece, Italy. 
Ireland and Spain with the 
lowest in «fai^ New Zea- 
land Swltzerlarid and the 
US,. The lar^st declines in 
■ worklessness and rise in 
employment over the pari 
ttt years were recorded in 


Ireland anA the Netherlands. 

Since 1965, the resort says, 
the pn^Kution of households 
where two adults both do 
paid work has been growing. 
As a result the OECD 
believes there is "some evi- 
dence of a polarisation of 
employment”, with a growth 
both in the proportion of 
workless households and in 
households containing two 
workiDg adults. 

Over the past 10 years 
only Irdand, the US and the 
Netherlands have experi- 
enced a rise in emplojrment 
strong enou^ to lead to a 
redaction In the ineidmice of 
household worklessness. Ih 
the UK. Japan and Belgium 
the OECD found the house- 
hold jobless rate actually 
rose since 1985 despite the 
fall in the individual-based 
rate of unemployment The 
largest increase in house- 
hold wozktessness took {dace 
in New Zealand. But the 
report says that in the UE 
the risk of prime-^ women 
living In hoosriudds where 
no adults are in enqiloyment 
Increased by more than 19 
per cent between 1985 and 
1995. 


MINIMUM WAGES 

Pay laws 

‘won’t 

solve 

family 

poverty’ 

Minimum w^es are not the 
solution for family poverty 
and can lead to jbb losses, 
especially for young pecgile, 
says the OECD report after 
studying the 17 OECD 
countries which have 
TwmiTwiiTM wage laws. 

However, it also suggests 
the effects of the miT^imiiTw 
wage on the young are 
relatively insignificant in 
Bv piainiTig the decline in the 
teenage employment- 
population ratio in countries 
su^ as France and Spain. 

The OECD points out that 
the higher the minimum 
wage the more it bits youth 
emplosmenL A lO per cent 
rise in the minimuni rate is 
associated with a faU of 1.5 
to 3 per cent in teenage 
employment 

School-leavers have 
particular difficulties in 
entering the labour market 
The survey estimates they 
have a three in five chance 
of a job but for half of them 
the job is temporary' and for 
one third it is part-time. 

The riudy argues that 
Tnin^wiwm wage laws help 
the young and women most 
as they are more often in 
poorly paid work. 

The OECD says that 
critics of the minimum wage 
can argue that it helps 
households with above 
average Income because 
many low-paid workera live 
in such households, while It 
fails to help hous^lds with 
no workers at all. It 
estimates 40 per cent of 
people with low incomes live 
in boosehdds where notiody 
has paid woi^ 

This is why the OECD 
argues that the eSbettveness 
of minimum wage laws 
depends on their mteraction 
with the tax and benefits 
system. 

It beUeves in-work social 
benefits are better targeted 
to deal with poor working 
families and “in an era of 
high perceived job and 
Minings itiseeurity they can 
act as a form of temporary 
anming e insurance. 

While it acknowledges 
work-related benefits may 
end up as a subsidy for 
employers the OECD says 
there is “little evidence 
current schemes have bad 
this effect”. 
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NEWS DIGEST 

ISRAELI ECONOMY 

Foreign investment falls I 
sharply after record year 

Foreign investment in Israel plummeted 45 prer cent m the first 
five months of 1998 foOowmg a record year in 1997, the Bank 
of Israel said yestwday. 

Foreign investmwit tell from S1.46bn in the first five months 
of 1997 to S806m in the same pwxxt this year. Since more of 
these mve st men t s were financed m Israel, capital inflows from 
forogn inv^tments fefl from Sl.26bn in the first five months 
of 1997 to 5333m Hvs year. 

Uo Leiderman. head of the centra bank's research deport- 
ment. said investors might have been deterred by tension in 
the GUftf aarfier this year or the deadlocked teraeh-Palestinran 
peace process. However the drop might prove a temporary 
fluctuation that would correct itself later this year 
Smee the Oslo peace process began in 1993, foreign 
investment in Israel Iras dimbed from S900m m 1994 to 
$3.7bn in 1997. Benjamin Netanyahu. Israd's prune mnister, 
has often cited last year’s investment figures as proof that tus 
pft TuTipa on the pieace process do not affect the economy. 

• The BarriL of israef yesterday said it would lower its key 
fending rate in July by (X3 percentage points to 1 1 3 per cent 
Avi MacMis, Jerusriem 


ISRAEU TROOP REDEPLOYMENT 


Netanyahu ponders referendum 

Benjarrun Netanyahu, Israel's pnme minister, is considering 
carrying out a rrierendum on an israelt troop redeployment 
from the occupied West Bank which could dday a withdrawal 
by at least two truxiths. 

Officials at Israel's justice ministry yesterday presented Mr 
Netanyahu with recommendations on a referendum, and said 
technical arrangements could take between two and three 
months. The government must also pass legislation first, since 
Israel has never held a referendum. Justice ministry officials 
recommended a consfatative referendum which would not 
legally bind the government 

Israeli opposition members said the referendum was a stall- 
ing tactic by Mr Netanyahu, who has so far r^ected US pro- 
posals for a troop wifodtawal from 13 per cent of the West 
Bank which the Palestinians have accepted. 

A senior government official said the proposed referendum 
aimed to secure a strong mafonty in favour of the redeploy- 
ment. and thereby "pull the rug from under the right wing" 
who have threatened to topple Mr Netanyahu if he proceeds 
with the plan. Avi Mariilis 


FTHIOPIA-ERITREA CONFUCT 


Fears of renewed fighting 

Ethiopia said yesterday that Eritrea's rejection of a mediation 
bid last week diminish^ chances of resolving that border 
conflict peacefully. 

Fears are growing of another surge irt fighting on the Etfik>- 
(Man-Eritrean border after a peace effort led by foe Organisa- 
Uon of African Unity (OAU) broke down on Friday. 

The warning came as Ethiopian state teievfsion showed 
thousands of militiamen r^xxting to foeir units and headvig to 
foe front At one southern Ethiopian marshalling centre televi- 
sion shoered hundreds of men deeming thdr assault rffles. 
Others sang war songs as foey boarded buses destined for 
the disputed northern border. Reuters, Adefis Ababa 


Touchdown M the wurld's 


newest airport 



longest toad and rail suspension brid^ o\'er built 



and in precisely 23 minutes you cun onh' be in 

one place Hong Kong 



The \'i5ioQ becomes a realiry on 


6th July 1998 



AHtPttT JbmnsiTV-Hws Sow Nqvm'AvRothJ.Hci^Kny; 
Imcmidoiid Airpon, lanuii, Hotii: Kdoj;. Td: ikfUj 3C4 7111 
Fox: 3J24 fl7l7' • . 

Far a (wr., visit tvmpJikiiirpon.com. 
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Unionist chief calls for ‘new N IrcSihid’ 


NEWS D IGEST 


By Jobs Mnrar Bnan 
bBelfwt 

David Trizoble, the Ulster 
Unionist leader, yesterday 
called fbr new Norfbern 
Ireland in which pluralist 
iminnigm and Constitutional 
nationalism can speak to 
each other with the cinlity 
that Is the foundation of 
beedom”. 

In a keynote address 
ahead of Thursday’s eleo- 
titms for tiK new Northon 
Irdaod assembly, be urged 
business and community 
leadi^ to “comply the con- 


tract we made togetb^ In 
voting for tiie peace agre^ 
mmt in last moil’s refoen- 
dmn. 

The lO&ffiwnher assonbly 
will appoint a 12*membeE 
esecutive in whidi Mr 'IVim- 
ble is likely to be first minis- 
ter if, as eapeeted, the UUP 

pmpr gpg as thp TarffliB* party. 

It will handle key areas 
inclnd^ the eccmomy. envi- 
ronment. health and educa- 
tion. 

He said he wanted to see 
**partiiership, not the patron- 
iring rdatiODShips of direct 
rule [by Westmiutarr- 


"Real ^tlcs win become 
the order of the day - with 
decisiODS about schools. ho» 
pitals, the environmeit and 
aD^yment” 

Ger^ Adams, the Slzin 
ran president, dismissed the 
speech as "eznpty thetoric" 
but John Hume, leader of 
the moderate nationalist 
Social Democratic and 
Labour party, echoed Iflr 

'Mnible’S awwHwiantaj 

Mr Hume said he believed 
the assembly and a "partner- 
ship administration could 
break down sectarian band- 
en”. The majority of the pa^ 


tieg were on 
the new institutions work, 
he said. The spectacle of 
these traditional opponents 
putting over the mes- 
sage maxte a major break- 
through in Northern 
Ireland’s rdi^onhased poli- 
tics. 

"If it does [work], it has 
the potential tp transform 
Ulster [Northern Ireland] 
pditks. We may be able to 
move away bom tiie consti- 
tutional politics lAicii have 
done so mnch to perpetrate 
our communal ^visioiis,? 
Ifr TMmUe said. 


In a c le ar fi'he'n^ing !^ to the ■ 
DoiHMratic Ihdonlsts led bj 
the Rev Im -Balsley, who 

ftflwipatgnflA j gatwfit aCC^^ 

tanee ' of "the Northern 
beland tm eaw* 

"To again run away, or to 
stay only to , sabotage tbe 
luw:of society wmld be 
irreQXmrible and reckless.’' 

nie ' UUP leader has 
wamed^ibat Us party will 
not ^ -fo gov e i ' um axt with 
Sinn whfle the Zridi 
Republican Army remains 

4Tit»irt- Wtiti B Wti is jtS poDti-' 

cal win& Bui yesterday Bfr-* 
’Mmble indicated be would 


veak to "any group that has 
.tile goodbf NdrtiieEn Irdand 
at hkrf. But neither mysdf 
or my ct^eagues are pre- 
pared to qDeak undo: the 
tinatofeoauian. 

."Once we can speak in 
freedom. (»ee we are agreed 
thaC-ouF'mity weapcu wiR 
be woed^ then tiiere is noth- 
tug tiiat Cefinot be said.” 

To Us unionist critics who 
accuse Uin of. fudging tin 
issue, he warned that tiie'' 


wonU never occur if they 
’sin^ik ta oppose tiie agr» 

manf 


MILLENNIUM BUILDING BLAIR AT ‘TOPPING OUT’ CEREMONY OF STRUCTURE LARGE ENOUGH TO CONTAIN EIFFEL TOWER ON ITS SIDE ■ 


Dome too good 
to be torn 
down, says PM 


ByBrtan ikoan 

Tony Blair, the prime 
minister, and three cabinet 
colleagues, yesterday ham- 
m^ed their initials into a 
plaoue at the “tqpping out" 
of the tntnpnniirm dome in 
Greenwich, south-east 
London. 

Mr Blair said the dome, 
focus of Britain’s celebra- 
tions for 2000, was "on time, 
on trade and on budget" at 
tbe cerwnoDy to com- 
pletion of the Uidiest part of 
its root after a y^s om- 
struction. The external 
structure is not yet Wniahafl 
> a ventilation shaft will 

faifcft aiwthar iwmth 

Mr Blairis fellow “ to ppers- 
out" were John Prescott, 
deputy premier, Peter 
Mandalsnn, TnTTiTfifa*^ Without 
portftdio, and Chris Smith, 
rfiirf cnllnre minister. 

Mr Blair was impulsed by 
the dmne’s dse. Its organ- 


iser, New MiUenniinn E:q)e- 
rience, wu on hand with 
superlatives - the world’s 
largest dome, biggest roof, 
largest Ushiie str u c tu re and 
strongest &bric building. 
Though they looked flimsy 
as they rtypled io the wind, 
the fibreglass and Teflon 
panels, when taut, could sup- 
port ito wei^t a jumbo 
JeL 

The dome has become a 
feature of LomdcHi's skyline. 
Dependtng on your visual 
perception, it could fit two 
stadiums the sice of Won- 
bley (the north London 
watinnai socoer venue), 10 St 
Paul’s Cathedrals, the <3ieat 
Pyramid of Gaza, and the 
Eiffol tower on its side. 

To applause firom con- 
struction workers, Mr Blair 
said it was “too good to be 
tom down. We should have a 
use for this - and a use that 
lasts". 

Panels may need r^pladog 



Wllh the roof of the iriBennluni dome tDwertig above 1^ Tony BMr dons a herd iMt before the iBppfcig our oarenionyuee t e n l^r 


afta 2S years hut aocarding 
to New Millennium, the 
dome could last hnndr^ of 
years if pngreriy maintained. 
Ideas floated for its 
lixjg-term use include a con- 
ference centre or a sports 


arena to boost London’s bid 
for the 2012 Olynmie (3ames. 
Mr Blair did not have to 
ftHmh tbe 46m to the roof — 
four wcokets abseDed down, 
accompanied by stirring 
music booming from loud- 


cgieakera, to idace the plaque 
befive and other digui-' 
taries such as Michael 
Heseltine, fonner Ganseeva- 
tive d^ttty prime "dwternir , 
and Bob Ayhng, fhairmgn of 
New MITlwnininm, DesCXifalDg 


the dome as a ‘^ectacular 
achievement*, the prime 
wihtiatei^ also admitted to 
xeffieL He added that more 
than £MQm CCfiim) bad been 
raised towands . uie £l50m 
^MDSorsUp target ' 


Humble pallet wins free movement in Enrope 


ByPebrimhlaLoMliiB 

UE makers pallets - the 
humble items fundamental 
to manufacturing - have 
WOD a deal guaranteeing 
what amounts to free move- 
ment on Tnatniand EUTC^e. 

In the pallet equivalent d 
the Schengen agreement - 
which efiectively abolishes 
fitmtiets fbr some European 
countries - British-designed 
pallets win be allowed to cir- 
culate freely around the Con- 
tinent without being throm 


on rubbish dumps after use 
or sent bads to Britain. 

Tbe deal should boost 
hard-pressed UE exporters 
and give a boost to the 
£l2(kn-a-year ($20(bn) indus- 
try, ^ch tains out about 

2Sm pnTTpR arinnally 

UK panels whidi mapt the 
specifications of the Austria- 
based SuFOpean Pallet Asso- 
dation will be able to take 
their place akmgside pallets 
produced in other countries 
in inereasingty pcgmlar pan- 
European “pooling" airange- 


meuts. Pallet pools are (iter- 
ated by znannihictuiers and 
distribution gnnms as a way 
of reusing indivldua} paOets 

many ttmpc and halphig in 

tiie free movement of mano- 
ftictorered items, fiitnn gro- 
ceries to car parts. 

Negotiations hammered 
out between tbe EPA and 
the StaETordshiie-based UK 
Timber Pa<kagmg and Pallet 
Confederation (Timcbn), 
resulted in a 6Qpage docu- 
ment describii^ how UK- 
made pallets have to be 


desig ned and manuCactured 
if they are to med EPA spec- 

ififfatinns 

The guideUnes, over gneh 
areas as wei ght , dimeiision 
and wood types, will ensure 
that from now on UK pallets 
that meet the ^ledficattoins 
wm -be treated in the same 
way as pallets made in tiie 
nine other countries which 
have similar harmonisation 
procedures over pallets. 
These countries axe Ger- 
many, France, Italy, Bel- 
SwitzecUmd. FortugaL 


Slovenia. Slovakia and 
Poland. The Netiieriands is 
expected to jodn socm. 

The iriidle Of Enrcgte has a 
pallet pool estimated at 
about ibo. vtiiicdi ^tend most 
of thrir lives eittier c i tJi iig in 
goods yards or warehouses 


Eoiope, the breakthrouidi 
chnnid nwifft it easterfor UK 
e^erters to the Continmit to 
plan movements of goods, 
according to Abdn Sfcrfdfeig ; 
secretary of nmoQU. 

*Tt wjn lift the confidence 
of the whole, of tiie pallet 


or trundling around on. the .^indpstty/ lid aaJd. ^ 

backs of Imries cr in trains..^, .JM ..companies fo 

Chi avoage. <me pallet lasts Britain ms^ pallets - with 


three to four years. 

As wen as striking a fmv 
ther blow for. the cause of 
greater integration betwe^ 
the UK and. the rest of 


the b^ger ones fnclmfing 
Unit Pallets, Cittfhm Pallets 
and WH Shaw. They -are 
expected to ben^ tbrooefo 
stronger demand. 


HA NAGHIIIENrSUHVEy 


Business backs plans for 
trade union recognition 

«ho .qip ondad 

MrtrfsmaH eompantos emptoying 

Is hokftig a conliBren<» tesnorrow to deb^ 

• p etyo sd s. Robert London 

NEWSPAPER PRICING 


■ { 


MPs set to revolt on bill 

ThA nnwirnmart tecee possibly te largest pafSa^^ 

to dSSST^petltion bill, wffl 

thersased (wiwarn ovw -enlwiTOcrr^^ 

I 'ahmir party’s leadership and Rupert Murdoch, the knama- 
tional iheda tycoon. ^ . . 

Chris MuBfo, LabomeftaiiTTianof thehom^^ 

committee. Wends to press an anfwndmant to to e 

MPs MdU debate in c or Tg nt ttee today, dealing vdth ncwiynp or 

r r«*<«*n> vprtdna.Hep^toaiqueforadau8saaasi UrLg 

that ownership of a ■Wgnfficanf share at j ? 

is enough to raise concern, a tighter contfittm tfw TO exW- 

Ing -dominanr definition. Many Labour and Ubaral Oamoerat 

MPs feel mWstais' rehirtarwa to Wkide a msaiu w 

laflecte Downing Streets {the prirne rmnislert 

nees to Mr Murdoch - whose News Intsmatloiw owiw^ 

UK new^japers The Sun, The Iknes and the Neiws 0* ins 

World. Urn HaIHgan, London 

MONOPOUES AND MERGERS WATCHDOG 


Greater transparency pledged 

Greater consistency and transparency to handfing cases under 

the new corrtoetition regime was promisad yesterday kv 
Derek Morris, riwinnan of the Monopolies and Mergers (tom- 
mission. 

FbRowir^i the government discussion paper on regulation 
and its freedom of intomnation Initiative, transparency would 
be a prfeilty ofthe new (tompetition (tommiasion, he saidL 
The MMC had alreedy started along that route, he told the 
cross-rrarty European PoBcy Fmum to Lortoon. rwscsntly the 
oornn’teskm had held its first Jotot hearing with the parUas to a 
case and fbr the first ttoie had publidy released a latter set- 
ting out the competition Issues. Ftobert Rice, London 


P OST OFRCE 

Warning over privatisation 

A senior Labour badcbench MP yesterday warrred the govent- 
ment agairtst any liill'scsle privatisation of the Post Office 
-.amid reports of a cabinet s^it on a seil-off. 

Matin O’Neil, chriiman of the House of Commons trade 
aid industry c^mittee, said that ixivattsation would be 
“short-sightecr and that the Post Office could be givai the 
commerc i al freedom It needs wfihin the public sector. 

But John Redwood, the oppostoon Conservative party’s 
spokesman on industry, said the governments in deckt- 
fng the Post Office's foture was damaging its prospects over^ 
seas. The prime minister’s office yestenkQr denied reports of 
a rift between him and Gordon Brown, the chancellor of the 
Excheepjer, over privaSsation plans. David Wfghton, London 




Investment in industry falls 


By ncfiaid Adams, 
E co n o m ic s Staff 


Private sector investment in 

tbe Tnamifagturing anil sec^ 

vice sectors fell during the 
first quarter of the year, 
compared with the fourth 
quarter of 1997, acoxding to 
revised figures published by 
the Office for National Sta- 
tistics yesterday. 

Manuflacturing investment 
fell by 1.1 per cent in the 
January-Mareh period. 


against investmmit in Octo- 
ber to December. Service sec- 
tor investment was 2 per 
cent below the levd of tiie 
previous quarter. Investment 
in both was still above the 
first quarter In 1997: manu- 
foctnring by 4.7 per cent and 
services by lA per cesL A 
sharp upward swing in coo- 
stroction and other produo 
turn investment helped keep 
total private sector invest- 
ment positive. Quarter-on- 
quartor growth was SB per 


cent, and annaai growth was 
10 per cent 

The ONS said eoDsbuetion 
and othm- prodnetiott invest- 
ment rose by 42 per cent on 
rtiA quarter, neaiiy 54 
per cent m the year. Busi- 
ness investment by public 
corporations was 60A per 
cent higher tiian the previ- 
ous (joarter. 

Another ONS figure 
showed net investment in 
overseas securities was a 
record at £7.2bD (|12bn). 


j^ONOMCS OF CULTUIREJIUR^EY SHOWS O NLY A USTRALIA, IRELAND AND THE US ARE LOWE^N LEAGUE 


UK scores badly 
on arts spending 


By Aateay Ihomcnlt 



Ifoody^ invm tton S mrv fe w 


Moo!^ baeitors Senna 


ta auunmee 


sum 

(SfmUeate Ukdenmto^ Sesenreh Limite^K 

SURLitdieleM&t^fremderef 

jtaaiff^mearehaiulaiufyaondie 

IhfdiMerketSjn^eaa. 

Maed^ it the leadh^^^! fmrnier rf 


Thgiher, Moo^ and sum bring the Ingfxst 
qurdt^ratt^ resean^andarudjdsta 
the lleyd^ Market end the 
I insurance eonnutni^ 


a CBRWWV ^ Itw Oui 4 Smmwt OowowlBn 


The UK ranks only seventh 
in a survey by the Arts 
Council -of Wwg-iawd of 10 
countries’ a piMiriing m arts 
and muaeiima. EtqfettditUre 
per head in the UK in 1994, 
the latest year in which emn- 
prehensive data are avail- 
able, was £16.60 ($27.72), 
ahead of only - Australia, 
Irdand and the US, «4Udi 
was bottom with £3B0. 

Ttqp of the league comee 
Finland with £59.20 followed 
closely by Germany with 
£56JK). In terms of gross 
domestic product, public 
spendiug on the arts ranges 
from 0A7 per cent In.Flnland 
to 0 l02 per cent in the US. 

Howevmr. the figures have 
to be treated with caution, 
and thme are many caveats.' 
Italy has been excluded 


because of the impossAnlity 
of identifying local govem- 
ment esqienditure <m the arts 
and musenme. 

There is also the ttwpag* of 
local traditions; public 
pending on tbe arte In the 
US is low because individn- 
als receive tax breaks if they 
support arts 'ttCliviUes. * 

The ropoarch nufees some 
broad observations on recent 
trends in public eimmiditureL ' 
It has grown in scane coun- 
tries, notably Germany, fbl- 
lowiz^ higher expenditure 
oh east German cultural 
institutiODS, and in Ireland. 
However. In most countries 
public apoditore cuts have 
had substantial ■»»][»«<* on 
arts ^wndtog. . 

There has also bemi some 
fli-toiwj ii ^ estimate esmandl- 
ture on various arts foams. 
In the ns, for thea- 



tres derive <n^ 2 pa* cart of 
tiieir income fimn central 
government and 6 pa* cent 
from local and state, while 
aa mirig - gg pST OGaXt (if thefr 
income firom box office 
receipts and getting 31 per 


omt (xnitribated by compa- 
nies and indzvidnals. 

In Germany, public fund- 
ing accounts for between 85 
ftid 90 per cent of all 
mcome. British theatres fen 
half way between these 


with regumal tirea- 
SJ 8«»erating 

h^ their income from box 
office and other sources and 
central and local govem- 
toent each contributing a 
quarter. ^ 


Online publisher books its place in cyberspace 


Alice Rawsthom Icxiks at an alternative 
vvay of publishing and consuming literature 


A nyoue keen to read the 
novels on the Booker 
Viite alKNrtlist genmally 
buys them In a boedtshop, 
but if rarida le Roy's The 
Atipeb (VAssto is accepted 
as coe of this year’s ncmi- 
nees they wiU have to 1(« on 
to the Jntemet. 

The Anpefr (y Russia has 
mudi in common vdth other 
woiks with a fighting chance 
of making the shortlist It 
was fevoorably reviewed in 
the Times Literary Siqqde- 
ment and has been recom- 
mended to the luixe^ man- 
agement committee by a 
respected academic. 

Yet unlike the other pro- 
spective nominees, the novd 
has been published dechtmi- 
cally. rather than as a bo(ik. 
The only way to read ft is by 
downloading it ,fram onffee- 
orfetoaZsLooLUk Intcsnet site. 


OnUne Originals is one of 
the fastest growing elec- 
tronic pnblish^ whidi qie- 
cialise in positing fiction, 
non-fiedoin and poetry on 
Internet sites. It was founded 
two years ago by David (Sett- 
man, a US^Kinr but London- 
based author and book edi- 
tm:. He launched it w&tii a. 
group. of friends who, like 
him, wanted to. provlte an 
alternative distribution 
vehicle . for bl^i'qjaallty but 
possibly esoteric, authors 
who found it difficult to 
place fhdr wwk with tradl- 
tiwal pubUshtee. 

Settii^ up an old-fash- 
ioned book publisUng house 
would have been too ezpoif 


the (Dnline ■/)rigina]& site, 
and start^ approaching 
authors. - 

- Bather than risk being 
mandated with low calibre 
mammciipls, they asked pr» 
vfouSIy pobBahed. writers to 
aUow them to release wok 
that had yet to appear in 
book form, or less main- 
stream material that mi ght 


of Russia^ have been well- 
reviewed by the Times T.ttff. 

aiy SmgilteDeirt. 

Anyone.logging on to the 
site can read 1^ chunks 
from each work as a taster 

WHWh IS delivered to timm 
te a computer file, for £4 or 

paid authors, while 


not^aroeal to conventumal- Mr Gettman and^:aSS: 
Pi*Wishere. . still wort nn . “w awnos 

The chief difficulty, 


acccfrding to Mr Gettman, 
was persuading authors to 
give their writing to an 
unknown company (q^erat- 
ing. in an unfamiliar 
m^um. Eventually, they 
succeeded in launching 
Online Originals with 16 
vrarks eatty last year, and 


^ U posted on 
fte^ea^nwith that can 
downloaded fr« «£ 

AS awareness of Online 
has risen, authors 
have become keener rm 

Jl^aslng their wLk to “ 

“We usually receive 
manuscript a day. 


one a month. 


one 

and 


have since qient £7J)00 on 

sive, but Mr (Settman and Impuv in g the site, notably Mr GetixD^'*'I^^^v^^ 
his frfends could affixd to by intcodudug a secure pay- orders has riBen ^ 

start publishing .over tiie mart fedHty. There are now pie a day imtiallyto 
intanet They vent roughly rewoiksottthestte,tiBeeof dozen, mostly^ 
fiSJXX) ($5JI10) on up which, indiidlDg 27te Mmeis work. ' uie free 


frade tends to 

the work published ^ 

on the internet as low qual- 
^ material that would be 

JJJIJytaWe to established 

Publtth^. The music indus- 
; g^ ha8 t ried to dismiss the 
Jtoe^ed music rdayed by 

Ortoals has 
that criticism by 
J^evlne critical ncagrl. 

^■^aad^eptanceS^ 
in commercial ternu i« 

as an M 

snmiaghooior™®. 
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BUSINESS OPPORTUNITIES 

_gs*iiPih*iiEirmMirjtje D-ioa cDC——» -pw w nm m inwe* mwL BiTEWiaiii i o e oMsn mm 


BUSINESSES FOR SALE 


HlMBERTS LeI^. ^marketplace 


On the instructions of A^ecrese Ltd (la AdnunistndoiO 

Holiday ceatce devdopment site 
Nordi Wales 

* An ufiiquedevdopm^oppOftuniQroa 

apprcodmatdy 25^ hectares (63 acres) 

* Planning pennissioo for up to SOO.cottages in 
total 

* Consent includes a central lasvirp complex 
anciUaiy facilities ananged wi rhirt ^ 
clusters 

For sale £redbiold. Offers invited 

Jimt agents 

Chesterton Husdwres 

Teh 0121 200 3m TeL ,01756 799271 

Concuc Martin Concacc f Vwi Smtdi 


L i/ A f ;■ !.■ t n s t !m ; v .) i- ^ 

K I '• !. !i I )■ r: (> !• I i; s p t ; T I 1 


Unique Leisure Business Oppoitunily 

Sale of jnestigieas pnfilaUc Shooting Cnmnd 
Comal SonSi toadon 10 aUnotes M4 
EstahBshed 11 yeagfc 
Emiddc Senior Bnshiess Bcecotlve aod 
Bhie Orip C ot p oiat e OHaittwas 
Fall 7 day ptonaing co nsew is. Long lease 

•NetpioOUaSO^Oeih- 
• Enonnoos growth potential 
• Sale price dMt.O0a4- 

Agent iadson.Ugg 01793 80072 Fax 01793 asUOS 


^Wanted 3^ 
£60^ 

For exciOng (Moiea in dw Cbim 

cfSauIMVpoaAm 

Bewaid 

Good laie of |pieB9 peid. 

Secnriiy by wsy of vahaUe 
leasehold prepeiqr. 

Sculpotie cetleetieo oftaed 
as eddhionat scanty 
TUoheoe Save De*ey 
01789 29010 (Diyiiaie) 
017893049610(0119) 


Business Problems 


Oo you need finance? 
Morigages/loans? 
AdeSiion^ capital? 

CaO tor information pack to: 
CARRINGTON LOUASS 
TEL: 0161 2363660 
FAX: 01 61 2364660 



OliUACL ZndNK £>■ WoRUffiODE 
ORSDie Coiouin'mnidiiOM 
(fAiMtasaaioM. 
RfliSawos 

Vof tee IniBnMlIdBeQBlitt: 

otjy nuJST umED 
?'Ffa«3iCMdFtaea, 
StHitopli^JEZdlE 
ittunsMBmTTt te<ttiS34iaMm 


UMQUE umOV UCeCE - lor aala 
EU u a pM a tautf aLaupai liu ppaiwkf 
witbhu 90 petantlal. Pa> Imaroaf 
in cenldBnn ID 01 773 774 779 


APPOINTMENTS 



BUSINESS SERVICES 


PROPERTY ADMSOR 






Highly successful London based comniencial 
propel^ consultant now prepared to act as your 
own in-house proper^ director, and/or pro>ide 
advice on an 'ad hoc' basis. Pro-active cost 
effisetive advice/solutioQS for Freehold or 

Leaseholds tinougfiout the UJC 

f^dpals only write to Box B5929, 
jpinancial Times One Southwaric Bridge, 
London SEl 9NDL 


Business Advice 

MOBonaire taving opanled 

aueceasfiilly publie arid i*Tvaie 

businesses now acting m 
consultant to oecatTV<es . 
wtnting a second opinkm 

BoK 65936, nwuKiel ’nnwa. 
One SonliwtK Street. 
LoiidMSE19BL 


Cooact Amhew WhUasr 
00 01782777666 
or fix InteKR to 01782 777444 1 


POSStBftmr to arrange reddeMy 
penrii M the Birapmn ComitunUr lor 
Indvlduals and tamlllei. For 
Manneilon, ptoeae send your ristalie 
toWcOIBSSlTSOS . 

AMERICAN BUSINESS VISAS - US 
specialist lor e ntfnpra neura and 
msculkeB. <H9B8 STBTO 


Angera, Levin A Baltz 

CoOBBadlCriaaNl/XBtati^M 

Com E£Eectiv« Kepfesemiiioa 
of GUmI aicaB ia US. Couitt 
'U.SAcfEccsBiKewYail; - 
' TlewJeney'.PcAns^vaiBE 
908306.1500 fax: sl9M 

A3itQnogemlnwxom 


lIGAL 

NOTICES 


niHEanooorofjiancx 

oaNOBoroRmw 
comtaiOEBr 
1400820091999 
nncittTiaof 
gyna GROUP 
iHDUITOWriBmW 
cuBwmicriTW . 

dm hi St 


DMB>ah2MAr«lf*^ 

g^gSiwfioieoiiaarau' 

1*01717004 

c.fa— faa»dwr»MUiOiwy_ 


"T3cccSSS3S5iJMnn) 

(Ae^CedsaaO 

NOnCE IS BERSY GIVEN In 
•eeMdaaee «>ib wedoa I7S ef ibe 
[i-ii-AH 1999 tme 

no CD 19 Jon 1998, ■ vw* BWhaMB rf 

the dwdHhfcn of Be Ccefov ^ 

fMcd igoiwinc • pNnaem oa.of crM 

kuwpwmdie tim l tMe lffte Cpmw g 

^ I (MMi of in OVD Oidmy iam ^ 

lOpads ' 

<b> im ««««n 4f pemriaEdr b^iM 
ptyMii for ihc sfaarei qeeitlOD is 
UlUAlDi' 

(cJ d« amNflf dcNMtaB cC ihi Jw*a 

Md Be aAom ^ 

113 of ihe Compuies A« i9$S tit 

• wNMfc far bwpfwinn a d* CoigWff** 

i^aam olfler N 3 MbwA WNh Cnwhy 

wmaMsioiioaiftind 

(8) aV omuer cf me CMfMoy sm ■> 19 

*ic wNifai Be » «mn meSMdy 

IbBoiAV 19 Jw 199«.Niplr » 4 b ««o>l 

■Nvwdn IWcfdv Qj i RW Di 't AP 

1985 (Braiaiki iioldUitas ihe P 4 «a. 


UltasoindOin{ 9 »sticS/W 5flQt 
Sticker Station 300k 

pbinnaoeutieai RasMitn asok 
value AddodlWacom la 
Actimlbotiipaste ISM 

EdocaifonalCvioon Series 2S0t 
Private RfiandalAiMaa 200k 
HMllfr and mnessGnw ^Ok 
Gas Mtation Equpment 40k 

VeounB Ciptfa] Report psbUshet 
oereaied eqniQr tavemnest 
opponoiiiaes. Oemltd, dhjseiive 
leporting on only tiu beat prpiecu 
aeoe* yea due and nsoey. Coaaa 
enmpfcnoBS Grealy. Afiead 

(^olar isvesunem pRseaietioes, 


“c. .1 free- trial cI C'jr rr.-'.un y 
e^:' VCR on 01865 784411 


FOR SALE 


fmaheld iUodsm IndiBtriti Uhfa ef 
uuiaanBlBly 966 aqn [10,400 in 11) 
nill)i fitad ond egiiippati ferMaol 
Odtoig/bdani^ indudns Bbsf 
Rente bn Chin & ONadded nont 
Shfolad ft the heart of the Wm 

MUmIBI CflflUfMHPiL flpPUBIPifliMy 

2 Qsla fmm UK a^MS. 

Mai Ifaai oriM hiMl Ihas 

Air furthar dNoib eanhid 

BocheTrehome^ 

Real Hotaa,4S Churtii Sirant, 
Knnii^iein B3 ttr 

Tel: 0121 212 0005 


Business Opportunity 


ffenl Thn FkneW oat Rnndtr MriB 
Oblrlieas in Eisept aid Ukkib EaE. 
Raftsls^ HfiM, tennir. SMtMnt 
EMUlAUIl(anll.UM. 
Utanm, taMl, Eand and 616. 

WtlB Sm B9S4a rrancEf TtoB, 

One SotMeik BridUB, Inotan SEl 9HL 


City based advisors 


tnatrudadbyarnmtefotpeaeSile 
a^BMMcamfidausaBek 
/ngulatBri orttltlaB to aKpnatn 
nbtfitffngOieaaiethenaikeL 
Box BSB3B, Ftamnefal Thnos, 
OneSadOmukBMge, 
LormonSEISHL 



EMtiri: 

HitrlfeertiM IspMSBMivB 

LBaangGenveatentMtar 
asMktneddnatalooUngtof 
B dsMxdian iBprasarTHrM 
woi Jthwfc anrf^ieclSeagyifi U.K 
nndSmixAaviE 
O e rma i or Etgdhh aiamrJ IK 
Itaraier OomdltaB GbR 
RothentanumchnunM 7, 
2(n48 HMnlNi^ ( Germany ) 
Ph. ( Qamiany >4044 44 42, 
Fta( Cbrnnuiy >4044 44 21 

BUSINESS 
WANTED 

Automotive/lndustrial 

Distributor 

R m Mi m ri whsieay of US pomt 
mki V ecqrin a nrrtec based 
dtaribuer of Qoawawbte piodacB 
(ridi luionl owetige to 
eooipteaaa cedsdog aedvUea. 

Ttanom tas^ C-/An 
, Mh S yem nadfag bkoay. 

MuN be pnifiaMe. 

SegSa in Godidaa IW 

Bos 05933, nnudri Tuo, 


loadsaSB19HL 


US Piedlc SbeS rady 
liairKASnAg listing. 



xeatdy to soqidre UK 
bnsfnesses. 

mBxOetsils to: 
01814297339 


BUSINESSES 
FOR SALE 


Appears In the 

Rnancial Times every 
TUesdaK Friday 
and Saturday. 

Forhirther 
Information, or to 
advertise hi this 
section • 
please contact 

Marlon Wedderbum. 

444 0171 873 4874 


The W«b*B maricat for buyers 
aid seflars of budnessetii 

• Thousends of ssllers 
andbuyers. 

a Ai> Industries, sbres and 
foeations. 

• New Bst8igs evety day. 

1-IM.34»-48St 

(UnhMmiTeSFrMin 

mwjnargemahroffLoom 


Porcelain Door 
Furniture 

The oaek and plaiii el 
Buten {StafraitisNra), 
astabBahnd over 100 ynare. 
nratarfiala. 

T/q wan dtea £SDoa p.a. 
Enorirtaa tat 

leUGmnn 

OttwarHaiaa 
27 Barnn: Read 
New BKTWt, HvM BM 8RN 
TW: 0181 441 8144 


For Sale 

Spe c tagsed Recruttment 
Agency 

C o f NW e n t grewth record 
vrilfi curent turnover 
S24mp.a Proftts, before 
monooement In excess of 
fSOOk. 

For Sde vrith or vtdIttQur 
49dBt1ng monosement 
Contaef; Nymoi UUmn tatfl 
0MA31. 124 RncNey Rood 
London NWasiS 


Unfcorn4(anchana 

Records 

rUwadrW trVlUTMwiw it 

atrea 4368. ^opravrarteh' 240 
reconanga awneC V eontnikd 
fndudbg flgoortf /b ra i’d Rbinwa. 

InutTtaticnat dstTaMJCon. 

For Sale beeausa pnean Prin^arj 
MtsriBB D tiPa? Mb eeatart 
PlMBD Wribi fpiorbili Hriy} tn 
Bob 

FtaaeW Thnaa, 

Oat S uuU i —t Bri4». 

Loadon SEISM. 



GOLF COURSE 

DrarrellcWeldi ooestEd setting, 
9 bolB kedraonnl Bnki Qoim 
OaalBnad by S 8rnan Open 

ChEii sj fef aft lp wkwer, fbuntied 
ms, dubheuaa, 3 ho&dey flats, 
oonarVacoonmadeion, baoBfi 
and dawtapmnnt poMidal. 
FOR SALE - GUSE CkSCLOOO 


eUMH NLLARV LBBUC 4 wnas 

iHi9i7B»7iti nuL-cnesmas 


Wholesale (Sstrlbutor 
Sflrvtog iha Independent 
hardmre trade, getoen 
centres and DiY retaOers 

turnover £2.3 mSBon 

retirement sale 

ptaeee contact ' 

Nick Prflcfmti 

Trareaction Maraeamers UrrSad 
fax/prions 01562 701V2 
orEroaiTrengaQTBfigaoLootn 


Electrenfcs Factory 
For$ale 

ftnyaqwkPpad f wan dg 

a e c ea kJ o e a nm >' flaefcry 
cfaspooxt/tatfijida 
UeelWigti 


Cortgd; Jarernr 
Qura 861161 



REPUBUC OF GHANA 

NOTICE OF THE DlVESmURE OF CTTY EXPRESS BUS SERVICES LMrrED AND OimeUS SERVICES AUTHORITY 
1}M CfveeSiure inelananiBSen Co(MiMa4h neilne oi Mh 0 cf the GbtMRvnertf of Ghene. b itilbring br aato to tt 100% B« dans rf CRy &Cf«n 

wdQn8ifcuKSei>noeiAuthorty.bmdGh8naVit8Be>aiBBaix«epnipwiiMpmHdhet8 ng otia6nnmrou9wutiliecopnlry- 

i*renwB w bm cinwpBBB 

Ontibrn Stfvkee Aitihoftty tpetate priMrty in M ranUntan nadet and (1 eiao adtve ki ttie bitBr.urt»n and inbedly iMikalE. n hai a neflomMe 
nebaotk of depots and ttcrnbalK and in addSon Is fea opaofrv aoMto, dMnt wbaUB bndf In tffaan araea 

CHy Ek^m l«8 a 8i9«am piaaMKs in tha luakebM iriitiMi and S ana g 4 tlw liiBM pioviden ef bus saivleaa in the nontiam ngiora of iha 

eountiy. 

Beet can)pnr4M offar an opperiunSy tbr dsueiDpbig a nreng and aWtoflie pfetanoe in Ghana^ inaiket far bua eenrieai eHtii S axpatttd to flraw e a 
^ to CBcast of eK par aimtin over the next dacada. Ghana S convnNad m iha davefopnm of Ha private aactor and cepramiNi an atneuve 
(^pcMadty ibr both ftaraign and domeaiie Inuaaim. 

Bid tafbRnallen 

p|j i j( ^ iH ^gBiyay1 bd MTTT»i(>nc"1h^:»(p“«1wim»miyhDnhlM > iDribv c nntt clk KiaByoflh>undemotadadvlaoisretalnadbyltiaD I >iaa eh i» 
iiwm nrn dM toConweiBe on behalf of the Gownaneni Of Ghan8i.anda8ingaclaft in tfiaanig«il^USywo{fciafBnl nve»t o f3 )af 50,900 Cidie 
(donaaiK kweNors) Ml signing a confidaienBy avaamenL The doNns data tor bids Is AiokI 7. 1998 el 1700 hnuR GMT. InfDiniation la also 
aveBable Ann ARA atnww^aeroiGbGOR), 


RES & Ce^ 6 Byahnn GaSa 
126 Naur KSaga Road 
London. UnBad tOaodent 
SWB4LZ 

PhOK 44-in,d71*7871 
Ftac 44.1T1-X71.7S21 
anal: lanndcoCdiaLpipscxem 


Tlia ARA ConsiAIng Gmup me 
Sidla405. 121 Boar SnetEset 
Toranln, OoMo, Csrada 
kMMraie 

PtttOflC 4154610474 
Faic 416422X380 
amai: naaQaiogrcanj ea 


Strategic African SacuriliBa Ltd 
SORmeRoadCanbal 
P.O.BDX 16449 
Abpert, Acoa. Ghana 
Phone: 21-2313661233777 
Fax: 21-229616 
amaS: iae8dQnca.eam.eh 


By Onfar of NonnM Cbwaa FCA. FSn. AQAib ^ 
Wo nam Opang ^ Aaap dMa 

FOR SALE 

'Ihe and lyMSog Name 

CLASSIC PHOTOGRAFHICA LTD 
T/A CLASSIC COLLECTION 

ma— ■I>.t raiwnra gpariaHqa 

Giaued and Rag«i*eBt, Coo^aid Leaiehbld Pitnusea 
LondMiVirCl 

• SPECIALIST FDCTURES AND FUTINGS 

• jUTRACTTVE RENT 

• COMPUTERISED WORLDWIDE CUSTOMBt 
DATABASE 

• INTERNBTADDRESSES 

Ate AvaiUte Stock of Mamly Laee Canetas and Accessories 
Rv fiinher details jdeese comact 

HAWBERY KING 


Auction Hout^ EifaxBMd, Hoddeefoa Hem 9<ni OOP 
Ibl: 01992 468000 Fae 01992 468012 Email: AucllDnsHICttaoIXQm 


DT INDUSTRIES FOREIGN SALES CORPORATION 


ftapwtartnp DT InduMrim. bm. AaswnUyTadwebgy BTaat. Inc.. 
MdAWbat AidemolbM) Systmnn. hie.. DnrM Tool and E nglnaaring 
Co., Ha nafanl Mamdacbalno Cempafiy, Advanc e d Aasambly 
Automafian, bie;, Aaeombiy Madmaa. bm, Sancoip Systaim. Inc.. 
Aiiimc mduMao, Ine., nwina Greup. Inc. and Drink Tool kMal 
Pnduris. 

Off inbobiaa, btc. and lagraiip ef ceraparaai campriu ana of Ilia 
weridli laari^ cfaiignMs. tnamri a cOaam and kdegfaftaa of 
arionasad pmdudlon oqripmant and ayriam md lo mrioa or 
padmge fcafiiririaf arxf conaiarMr fantoels. 

Oiv ■«y4p »»«* and a y a taii ft incbala ariomriad a Ma m li y and lari 
ayatanm. laihtanra and are wahriig ayriams, OMnnoiDiiiiing and 
MdriBw syatams, bOriar packaging machawy. cemriala fines of 
Agdd and tabiri c^*’ir« g s yria ms . matri alam paig nf bbricriion. 

CaH ana of our eofpante raptasmtrihias today ri 1486364.3343. 

DT bidiistries Foreign Sales CoiporaSon 
gA> PW Coipofate Seivices 
Price Watertwuse Centre 
ColymDre RockRoed 
Bridgetown, Barbados, West IniJes 


By B»dw wf dw Unvfcbior. Aim Qwb of Mwict. Came Clwfc 

AERONAUTICAL ENGINEERS, INTERIOR 
AND COMPONENT MANUFACTURERS 

Wadbm 

O CAA, jAA. ISORXB acocdiicd 

□ RiDy equipped machinr rool iliop 
O t rmrh c ild Tim i laii 

□ TA> 1«tf c«1 97 dire. £ 9(XUX» 

BUSINESS FOR SALE 

RebCSUB 


EDWARD SYI8RONS 
a PAaTWsaa 

&SMdhwkSMR.LQ^ Bridie, Loadm SEl IIIQ 
te 0171 400 1947 


Tel: 0171 955 8454 


[CORPORATE HOSPITAUTY 

t arifinplondgtpre d aefotttieBiB ti 
CtiHRB pBrtos for 
Cunnt bnwver ETOOK. GP S31L 
FMtfieabg burima b djfianlc Max. 

naaaaaiflatK 

BOI. Wo Pak Itea, 8 iMed Rd 

t4i*n5W162IBerRR9W aMStflO 



Fully Developed QA Software For Sale 

Esnualy boBvaiva Beenaia QaaOly AmnMe BoiBgaiicw <sruem 
r» Masmim mb ill wriky ■nodactuen. (Wgr ifevetopeil wftwwc pK(^ 
vbb base alw poHwbL Q690D0 BtoidHi. HprifKaoily innicip 
R4EA RWnoie and drvdofmaiiiBte. 71ii» Major ■ih’mce leiBaaRiiie om-Tcm 
cC l A wi ay Mu i i w m Jd udl a amwicol «afc» o naniHi i wi aiae^ia lunooiivc and 
will fcnh Id mwiediatt oJn. 

CmM N M Itow laamie Rrim Eiaa«r1h^ Biadh, 

CWprar Wwte LM. 47 Farit Lana. UMm NIY .WA 
M ai71 4W a«M Ms nn 409 3113 


For Sale 

Frogeye Car Company Ltd 


Establlahed 1986 

as manufacturer of the Supersprite Sports Car, 

El9q>andbig order book. 

Great potentlaL 
Appty in writing to: 

Tbe CSuareeaBL, tregeye. Bast St Ryde, 

Isle of mght FOBS UP 


It W lyayBer, A D Dkk and G Craig of BeglTies IVaynor 
Jtdot Uqnidators of imudo SA 
Offer fin* tbe barinew aseels of 

■MUDO SA, DOROHOI, ROMANIA 

machine tool manufacturing company 

♦ Mannfacnifer of 8 range of modem machine tools including guillotines, press brakes. 

loDera, presses end fonnen 
'bEstabli^ied Intenatiooal Oistomcr Base 

^Located a NortirimRonuaiacoaveriieDtiy close to majwlnteniaiiooal maricets 
^Extensive ^ with private raD spur; BuikUngs extending to 301S0ni^ (324400 sq ft) 
^Complete invectory of modam high specification pioductioa marhlnny 
^ Local skilled woitforce available 

For farther inforaati o n contact Joioi Lhpifdaiors or their Agents 


■ 


BECBIRS TRAYNOR 


Tel; 01772 202000 


SMITH BODGRINSON 
M'C I N TV 


Tel: 0161 S32 03SS 




CHRIS 11 


SUR.VEYORS.VALUERS&' AClihnii 


Norfolk 


RssiBcmAL Case Bomk 
RECB rE2f3>FOR27 

‘ Mqioy p«B|«ae buia rnpem' *■> 
exuinivc giDiBm. 

* Hipiy lairiBMe paeftfa 

in ocesa vt SSDOfiOO. 

• Feca avaage £260 |«r we^ 

£87SjDMnsZB(AD 

IpphekOffiee Jtiy/4^4tnS66fC 

01473 256588 


H.wipshire 


REsnefiTAL Cak Homs 

REssnassmU 

• 6 BBgk aad 3 doable bedretni. 

• mea £220‘£275 par wem. 

« D a amed ta mi ai; aritit pakne tbi 
Scan. 

£269N9RIBDU> 

WM^tfrrQ^rr 

ItrfSmTWSMA 

01962 844455 


Dorsf.v 


RE9iiB«nM. Can RMS 

RECSTEItEDn»8 

• Tkadna wdh amaf Dccnyney. 
•OwaerliacnaBBnianoa. 

• T/Ou>X.9.97 £19.454. 

■ Quirt nwl loerikm. 
£239jll9fieEBOLD 
tVInrbrnrr QOtrr 

ftif }Sm 7 l 9 .mtA 

01962844455 


H.cmpshiri: 


Bin NtmsE4 G Bmb 
R eensaD 90853 

‘tladaka with Mnni acco|Mic)i. 

' Bee Tange £336.£402 per Rariod 
per «ccL. 

■ CTMngtebe di ownaiia ennteL 
3 doable nwna (2 cn snuri. 

.-no yam eati 31.10.91 £467 JSA. 
£9SAN6JMaoLb 
Warhejarr ryfirr 
eefja/F 774934 MC 

01962 844455 


Offices at London • Birmingham ■ Bristol • Edinburgh 
Exeter • Glasgow • Ipswich • Leeds • Manchester 
Milton Keynes • Newcastle • Nottingham • Winchester 


lNTr.P.N.AT10\A] 

HCn'Fl.S 


^ight 

Frank 


Victoria Falls Hotel, Ziinbabwe 



• One of the finest and Dost prestigipus hotels In the world, 
set on tbe edge of Victoria Falls • 188 refurbished en>suite, 

air-conditioned rooms and suites • S restaurants 

• Several knmges and a veranda ovcriooldng Victoria Falls 
a Leisure bdlities indude swimming pool & tennis courts 

Rcebold for Sale 

Contact: Karim Makarcm 
e.nuil: )ariin.nulaieniiricnfghtfianJLCD.uk 


Tel: 01 71 629 8171 
Fax: 01714918120 


20 Haiiiiwr Sqii.iri'. 
Limdon U 


iFOKSALEBYPRli^jj TRBiT^ 

CLAY BRICK MANUFACTURING PLANT 


Complete fiietiity fir tbe production of solid/ 
perfipiafed bricks ft hollow wall ft oetinig Mocks. 
Makes Keller ft Handle. Capacity 263 Tons/8 hoar 
shilUday. bd.4J5MWCaMrpillarD!Msef Anrer 
Ceaaatiiig PlanL Fadlity was opented 1 sliift/day fbr 
2 yors and was sfanl down. 

Soudroaic PBBiSO I ft 420 Can Making Lmes 
Easy Open End Making Line, 0200, 3200EFM 

2^-^44 1214414777 nxs + 44 121 441 4779 
Web She : www.aennBifaon-idc.com 

Email : sales@penntngton-iik.com 


Polythene and Paper Packaging Distribotor 

Sinll'B 

Long esuMisked attd highly succes^u! priwtely OHUtd £4m 
turnover rompoiry operating from wholly owned premises in 
the Midlamis. 

Apply to Box B5932, Finaocial Times 
One Southwarii Bridge 
London SEl QHL 


Fully Integrated, Niche Mfr of Sporting Goods 


• Dominant Poeilkm in LucraUft Bi^cle S^imert 

• Trademailced Products -Strong Brand Name Mertiy 

• EstabBshed Customers Induifing Mass Retain 

• HIgNy Profitable -$2.8MM EBITDA on $7.2MM in Safas 

• JoH Venture Production FaoSly In Chine 

Contact Qenem's Buyer Services DepL in USA 

<8491 7584200; Ref* 385917 


Software House For Sale 

# Blue Chip national dient base 
• Excdlenl leputation for high degree of es^erttee and service 
• Turnover £500k + pe 9 Net profits (pic tax) ISOK * pa 
Potential purchasen air invited to reply to: 

Bm B£92S Rrusdal TlnmL One Siwthwaifc BiidgiV Leedeii SEl 9HL 


Small Eiiablt-'Iifii 


BniUiag Semico 
k CbcnaeKhl nemnp Susmen 
ter ta)e m Ibe Suiey ace*. 

Tunxncr XAVALipOIT 
ftiih accoona bv the PM 
4 yean JVAflaUe. 

Bn IF«7 FtaMWnwt, 
Oa» Swdmrt BrMigr. 
JUUan SEl 910. 


H'WI EtdiMidM AnimtyiaiMe 
CaURcIhitSettianCeapoay 
Based la The Ubst MuBandt 
Sab: Dee To AfAremmi, 
FerParthertafimnedea Reply 7b 
Box BSM I , Ftnmehd Tima 
Ok Sonihwaik Bridge 
LonchnSE] 9HL 
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MANA GEMEN T & TECHNOLOGY 

INTERVIEW JUKKA HARMALA, ENSQ CHIEF D{ECUTIVE . \ • 

Hard work makes big 


t. 


Greg Mdvor on the particular efforts required after the merger with Stora. 
of Sweden, which formed the world’s largest forest products company 

Jnkka HlrmUa has a r estr u ctt u lng hi the Industry. In of the beauties of size - it 

K ^ bird’s view of the Finland, it has catapulted Ur reduces ttie risk when 

^'—^competition from bis HSrmilfllnto Qie most Influential you enter 'markets where you 

waterfront office at Enso’s Hd- position in the country's most have not beai befrare.” 

sink! headquarters. The white important export sector and deal with Store •> the lint 
marble creslimL Of Alvar Aalto, oementsd his reputation as one of big industrial merger between 
the modernist Finnish architect, its most astute corporate.leaders. Finnish and Swedish groups - 
lies barely a stone’s throw from But if the ^year*old chief has not been without contro- 
ttie HQ <tf UFM-Kymmene. Enso's executive, who has spent all but versy. Mr RSnoSlfi fbond htwaW 

domestic arch-rival, across the fbur years of his career at Enso, 

harbour. is feeling self-congratulatory, it ^ . 

Had Mr HArm&lS found time does not show. deal, he says. *OnG mUSt 06 
fbr window gazing during the nmrely creates a building block 

past fortnight, he might have from which to establish a truly present in SOmO Of 
found the view more pleasing gl<^ paper producer. ^ ^ 

than usual. For by raergiiig with “Being big allows us to be the raffit-grOWing 
Stora of Sweden this month in beauiiftil, but not automatieally.'* 

the paper industry's biggest ever he declares. “You have to work arees Where WOOu 
deal. Enso eclipsed its nei^bour to achieve the synergies before • w ^ 

to become Emt^'s - and the you become beautifuL" fibre IS Cheaper* 

world's - largest forest products 
company. 

Hie merger win create a group 
to be called Stora Enso. based in 
Finland. Led by Ifr HgnnU&. the 
deal sets a new hj^-watm* mark 
in a growing transnatlanal oon- 
soUdation process among forestry 
producers that is quietly trans- 
fomUng a previously stolid sec- 
tor. 

International analysts have 
hailed the tie-up, predicting it 
will farther accelerate the pace 


Jukka WnnH: wB foeos on grmrti 


Lehtflom/MaifB Seppanen-Hefln 


r estr u ct uri ng in the Industry. In 
Finland, it has catapulted Mr 
HSnnilfl Into frie most iwfinawfiai 
position in the country's most 
important export sector and 
cemented his reputation as one of 
its most astute corporate.leaders. 

But if the ^year*old chief 
executive, who has spent all but 
fbur years of his career at Enso, 
Is feeling sdf-congratulatory, it 
does not show. he says. 

Dtorely creates a building block 
from which to establish a truly 
g1<^ paper producer. 

“Being big allows us to be 
beaurifUl, but not automaricelly.'* 
he declares. “You have to work 
to achieve the synergies before 
you become beautifuL" 

Mr HarmSlS points out that 
althoug h stora Bwcn wlU be tbie 
world’s largest paper and board 
producer, it will nonetheless con- 
trol less than 4 per cent of the 
global market His sl^ts are 
already set on increasing that 
share - further acquisitions are 
dearly on the agenda. 

“We are still a pretty frag- 
mented industry compared with 
most of capital intensive 
induces but it is getting more 
global and it has to. 'Hiis is one 


accosed by Finland’a «wtTi ofgxh 
Sttion parff of aatlhig wwa of tha 
country's crown Jewels and of not 
adequately th* poten- 

tial for a domestic ynw fflg 
positioD was not made easier by 
the Finnisb govenunenf s 47 per 
cent stake in Enso. whic^ 
requited him to undergo a paxU^ 
mentary grilling^ ' 

Stora Enso may well turn ant 
to be mote Fimush frian Swedish. 


Mr Hhirnsia will have an.-dffice^t 
the “joint headquartk's'' jia 
Stockholm but . will 

remain liis base. 

EnfO's'plants, say analysts, are 
maze efOcieDt than Stora's, even 
thfmgh the Swedish group is 
Aarsa by market value. And 
tAite the five leadiiig Swedish 
abardiblden will together have 
21 per of the enlarged 
grtn^a voting equity, the three 
largest Fhuuitii investors stand to 
get 36 per cent 

Mr HitmSIk, who speaks good 
Swedish, plays down suggested 
differences between the two 

countries’ coacpcsate caltveS that' 

mi^ liqpe^ mtegratiaa of tiie 

two groups. Scene say frie cQ^scED- 
soal ap^oach to management, 
favoured by Swedish ecaapanies 
frostretea ftB ** B *^ want-, 

ing swift decision-making, bat 
*h» I Piimg too wti iwitiiwr at'. 
ddcal anpToadi In sudu znatters. 

Teople talk a ^ abdut the dif- 
ferencea bat, based on an tito dis- 
cusaoos 1 have h«d, ^le overall 
thinking is pretty annflar to ours. 
We would not have come to a 
deal unless tiat was <he cask.*' * 

hfr WarmSia ciBBjO m wwi* that nt 

the alternative deals open to 
Enso — these an 

oBisr to meige froni kfetsS-Seria, 
Finland’s tidid paper proldneer - 


the StoPL link provided the best 

eilo, 

;ing.po8ition8 in a sheaf of im^ 
tant market segments, frojn 
newsprint and fine .P***^^ 
liquid-beverage ‘Si 

Mr Haimaift says Us main ftxnrs 
will be on expanslcm m s^- 
east Asia, where he 

robust growth to resume once 

crisis thae fades. In the yearn to 
come one must be present ui 
some of the isst^wwiiig areas, 
where [wood! fibre is chMjwr 
than It is in this part of tne 
world. Today’s economic prob- 
lems there will be overcome. 

. Big European and North Amer- 
ican producers are looking to 
move into fast-expanding maij 
kets such as Latin America aM 
Asia. Hence the conscdldation m 
the industry - which hitherto 
has beer laig^ Intra-regioDal - 
will be incfwir^y interna- 
tional. 

So. while Ur HarmSlfi will have 
his hawAg ftdi smoothing the inte- 
gf nt i fm of Bnso with Stora, be 
knows be cannot aff ord to 
neglect importunities for growth. 
As his counterpart at UPM- 

ITy niinann hag just dlSCOVerSd, 

eveo the biggest producers can 
qoickly find tbemklves lagging 
behind their rivals. 


TECHNOLOGY AIRCRAFT TURBULENCE 


Scientists look for smoother flight path 


A new type of airline radar is being developed to detect trouble ahead, writes Tom Mead 


WKM It is the primary cause of 
nQ|aoa-Catal ininries to air- 

MmMi Una paSSeDgeiS and CTCW. 

It has caused deaths, tom air- 
craft engines from wings, 
snapped wings In two. hurled 
food carts to the cabin ceiling 
and broken passengers' and flight 
attendants* bones. 

Fortunately, clear-air turbu- 
lence rarely has such dire cmise- 
quences, but it usual^ comes 
wlthoat warning, leaving passen- 
gers with that sinki^ feeling as 
their aircraft hits an air pocket 
and “skydances*. In the US 
alone, the yearly cost of 
turbnlence-rriated injuries, air- 
craft damage and govemmaital 
investigations approariies glOOm. 

Work is under way in the US to 
provide airoraft with devices that 
can “see" clear-air turbulence 


just ahead, and give pilots 
enoo^ time to take avoiding 
action. 

Nasa’a teydeu Flight Researdt 
Center at Edwards, California, is 
leading the Aclaim (Airborne 
Coherent Lidar Advanced 
In-flight Measarement) experi- 
ment. in which a lidar (Light 
Intensity rwo^ng Ran^ng) 
sensor Is being develop^ and 
evaluated. Ibis is In oo«perati(m 
with Coherent Teehnolt^es 
(CTl). based in Colorado. 
Research is being conducted 
aboard an Electra research air- 
craft 2Sj)00ft above the Rocky 
Mountains of Cdlorada 

The aircraft-mounted lidar sys- 
tPfw uses infrared laser beams to 
traA the motion and ^>eed of 
dust and aah particles, some as 
small as a milQaath of a metre 


across, as they swirl In the 
short-lived, disotic and invisible 
riot of clear-air turfaulenoe. 

To visualise how works, 
imagdM 4 lOem-wide beam from 
a powerful fiMhiight penetrating 
a doud of smoke or dust at ni^t 
The motion ct ash or dust parti- 
cles swirling through the beam 
win be viribla, and the existence 
anH turhnlence of the elond eas- 
ily deduced, even though virtu- 
ally all of the cloud remains 

Similarly, CTIT’s lidar system 
shoots an infrared laBPr hwarn for- 
ward into suspected clear-air tnr- 
bnlence in the aircraft’s fll^t 
path. Dust and other airborne 
particles reflect the lidar laser 
beam back to receiving sensors 
in the aircraft. Analyas of tbe 
back-scattered (reflected) beams 


can reraal tbe small-seale shear 
effads q£ bodies of air moving 
pest nwa Mnnthftf in several differ- 
ent dsectios within flie turbu- 
lent air pocket Ildar data can 
also be used to predict bow long 
the aircraft will be Ui tbe turbu- 
lence. 

In practice, when the lidar- 
equlpped airliner enters ch(g>py 
air some seconds after detecting 
the tnrbulence, tbe degree of buf- 
feting of the aircraft is measured 
and compared with the iidar 
data. If the two sets of data agree, 
it supports the randusion that 
lidar could be useful to commer- 
elal aircraft. There U would 
detect clear-air torbolence and 
isue a warning in t*™* for pas- 
sengers and crew to avoid injury 
by getting buckled Into their 
seats. 


Larry (fornman, atmospheric 
seimitist with the US National 
Center for Atmospheric Rcnciaich 
(NCAR). will work wifli CTI ad- 
entists to snsiy se (Joloredo 
data and assess the ability of 
lidar to measure turbalenee 
qjuantitattvely. 

A typical transcontinental air- 
lingr flies at abont 35.000ft and 
600mph, traversing one mile 
every ox seconds. To achieve a 
IS-second waraing, nrtw sys- 
tem must be able to detect turim- 
lence 15 miles ahead. Udar has 
been shown to detect turbnlence 
about five miles ahead at UMXXEt 
tol5.00Qft. 

However, became the amoant 
of airborne dust deCTeasea with 
increasing altitude, it is mare dif- 
ficult for Bdar to detect turbu- 
lence at higher altitndes com- 
monly used by commercial 
aircraft 
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CONTRACTS ft TENDERS 


financial times 

Cof^mnces 


A 


World Aerospace 

The 12th Annual FT World Aerospace and AirTranspiN^ Conference 
3 A4 Septtmbtr 199S, London Hilton on Pork Lane 


DWTIN6UISHCD SPCAKERS INCUJOS 

Mr Neil Kinaock 
Member 
furepran Commiuian 

Mr Adam Browa 
V?rr PresUetu. Forecasting and 
Strategic Planaing 
Airbus Industrie 

.Mr Robert Ayli^ 
Cfutf Exeodive 
British Airways pic 

Mr Pierre Jeanalol 
Director General 
lATA 

Mr Gordoo Betliuae 
Chairman and Chief Executive Officer 
Continental Airlines Inc 

Mr Joho P Weston CBE 
Chirf Exeaaive 
British Aerospace pic 

Mr Jim Swipui 
Chief Executive 
yirgin Express 

Mr Micfaeal M Scars 
President 

McDonnell Aircn^ and Missile Systems Irtformation 
Space and Defence System Croup 

The Boeing ConwiMV 


In the name of God 

INTERNATIONAL TENDER NO. 76/0.33/6/859 

National Iranian Drilling Company (N.LD.C.) a wholly owned giibaidiary of National Iranian 
Oil Company (N.I.O.C.) intenda to have two offshore jack-up drilling units built by the 
intenmti'onal well known o£&hore drilling unit buffders. Bidders wishing to participate in the 
tender should have constructed at least tiburee offihore drilling units in tiie past. Considering 
Persian Gulf conditions these units should be suitable for 300 ft of water depth and 25,000 ft of 
drilling depth. 

It should be observed by the bidders that 10 percent of the contract amount will be provided by 
N.L D.C. and the remaining 90 percent should be provided and financed by tbe builder for the 
construction of tbe units. Other conditions are specified in the tender documents. 

National Iranian Oil (Company (N.LO.C.) will guarantee to rrimbarse the foresaid remaining 
amount (90%) along with its due interest within ten years in equal monthly installments 
starting after the driiveiy of the two units. 

Tbe interested bidders can se^ services and cooperation of the Iranian Shipyards at Bandar 
Abbas Seaport located in the Persian Gulf NJ.D.C. wiD give ^ority to the proposals of the 
bidders wlm will construct the umts in Bandar Abbas. 

The tender documents can be collected against presentation o£ 

a. A bank receipt for USD 3000.00 (non refundable) to be paid to NJJJ.C. account no. 200224 
(B Jd.X. Ahwaz Main Branch) within 20 days from the date of the Second Notice at N.L D C 
contracts department room no. 116 situated at the be^nning of M.I. S. Road, Ahwaz, Iran.' 

b. Introduction letter stating the represeatation and a brief background of building at least 
three offshore drilling units in the past, along wiUi rdevant documents proving such. rAaim 

NATIONAL IRANIAN DRILLING COMPANY 
CONTRA(7rS DEPARTMENT 


BUSINESSES FOR SALE 


CHESHAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 


^ ?■ 
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What's going to 
become of 


NIXDORF 


personal 
computers now? 


SIEMENS 


LAW & PEOPLE 


Busines s & THE LAW CAS EL OAD CR ISIS 

One-judge 
option in 
the balance 


Robert Rice on - 

proposals to 
overcome the Court 
of Rrst Instance's 
difficulties 

In the 16 jnontbs 
since tbe Snropean 
Court - of First 
Instance fiist proposed that 
certain categories ctf cases 
should be heard by a single 
judge in oilin' to cut ddays, 
the crisis gripping the Euro- 
pean Union's junior court 
has deepened. 

During 169? the Court 
managed to dispose of 173 
cases, which represented a 
sli^t increase in productiv- 
ity ovi^ 1996. But by the end 
of the year the backlog of 
cases waiting to be heard 
had risra to 1,106 and the 
average time taten to deal 
with state aid, trade, 
competition and merger 
cases had risen to 29.3 
mooths. 

The DOffiber of new cases 
going to the court during tte 
year also rose from 220 in 
1996 to ^ Ihat figure is 
e^iected to double over the 
seirt year or so as cases gen- 
erated by the new Cnnmu- 
nity Trade Mark R^ulation 
begin to arrive. 

But in spite of the worsen- 
ing picture, the siniEd^Judge 
proposal appears to have 
made little headway. Allow- 
ing a single judge to hear 
eases would require a 
diange to the Court’s rules 
of procedure, which can be 
made only with the unani- 
mous consent of the Coundl 
of Ministers, which must 
first consult te(h the Parlia- 
ment and the Commission. 

That procedure alone is 
suJXlciently infiexible to 
make change difficult and 
the opinitHis of the Commis- 
sion and Parliament are still 
awaited. But the proposal 
faces an additional hur^ in 
that Europe's lawyers and 
govenunents at9>ear to dis- 
agree on its merits. 

Tbe single-judge idea has 
just been conndmd by the 
UK's House of Lords, ^ect 
Committee on the European 
Communities. It has given 
its suigxnt to the proposal as 
ilkdy to have “a modest but 
significant impact in imp^- 
ing the efficiency of the 
CFL.” 

Ilie proposal itself is mod- 
est. At tbe moment tbe CFI 
generally rits in panels of 
three judges and sometimes 
in paods of five judges. Only 
raply does the Court sit in 
plaiary. The proposal is that 
in future certain types of 
cases, mainly ffiose v^ch do 
not raise complex legal 


issues, should be heard by a 
^ngle judge. 

Cases Invohring the com- 
pettticin. Aate aid and anti- 
dunqni^ rules of the Treaty 
of Rome are specifically 
exduded. as are cases coin- 
ceming tbe Sralidity of legis- 
lation of general aKAication. 
The Court envisages fimt a 
single judge will hear cases 
where there is a large vol- 
luaie of litigation and well 
developed case law, such as 
employment disputes 
betweai tbe EU institutiims 
and members of their staff; 
so-called staff cases. 

The main objection to the 
proposal appears to be that 
It would undmnine the col- 
legiate character of tbe CFL 
The Council of tbe Bats and 
Law Sorieties of the EU 
(CCBB) in particular said it 
was "stron^y . opposed to 
any alteration to the consti- 
tution of the CPI which 
would »wirtcwttiinp its multi- 
judge (and thus mnlti- 
national) nature.*' Denis 
Waelbroecdc, a member of the 
Brussels Bar. told tbe cnm- 
mittee that in a multi- 
cuHaral community it was 
important not to aUow. judg- 
ments to be identified with a 
specific nationality. If tbe 
single-judge proposal were 
implemented, tiie system for 
appointing judges would 
have to be reviewed. 

Ian Hendry, of tbe Foreign 
Office, told the committee 
that the UK government did 
not think the si^e-judge 
proposal would change the 
Court's character. John Col- 
lins, from the Treasury 
Solicitor’s Department, sup- 
ported the proposal in rela- 
tion to staff cases, bat 



a very small and almost 
insignificant difference to 
the working of tbe CFT. 
Judge Vesterdorf conceded it 
was unlikely to make a huge 
difference. "We might 
achieve something like a 10 
per cent increase in effi- 
ciency,” he said but, s^nlfi- 
cantly. he added that could 
be achieved without addi- 
tional cost to the taxpayer. 

But if the proposal did not 
go throu^, vhat were the 
alternatives? The CFI judges 
thought tbe Court’s growing 
casdoad nfi^t make it nec- 
essary to appoint more 
judges and the creation of 
new specialised chandlers. 

Jud^ Vesteardori said tbe 
single-jndge proposal was 
not a solution to all tbe 
Coon’s problems. If the 
expected volume of trade- 


If the single-judge proposaf were 
implemented, the system for 
appointing judges would have 
to be reviewed 


pointed out that three mem- 
ber states had expressed 
doubts mainly on the 
grounds that It would 
detract tcom the collegiate 
.nature of tbe court. 

Judge Bo VestesrdorC, ‘ tbe 
Danish president of tbe CFI, 
'said that In tbe type of cases 
it was proposed should be 
heard by a single judge 
nationally was unlike to 
be an issue. 

But there were practical 
Injections too. The CCBB 
said the proposal did not 
‘’begin to address the prob- 
lems and the crisis which 
exists”. Even if flilly imple- 
mented it would "only make 


mark cases materialised, the 
Court would need more 
judges wen before the next 
enlargement of the EU, He 
fdt a minimum of six was 
desirable be<»use that would 
allow the Court to create 
two extra three-judge cbam- 
bms and three extra five- 
judge cbambera. 

The president also said 
member states should con- 
ader the nature of the weak 
that judges were likely to 
have to deal with in fhture 
when nominating them to 
the court. 

In particular there was 
going to be a need ibr judges 
with experience of 


intelleetual property law. 

The judge said the court 
was hampered by not being 
able to change its own rules 
of procedure to adapt to 
changing circumstances. 
The court would like to 
experiment with fhst track 
procedures for merger eases, 
for example, but is unable 
to. 

For the UK government, 
Mr Hendry poured cold 
water on tbe idea of extra 
judges, saying that it would 
exceed existing resources 
available to the Court and 
cost money. Mr Collins 
ttou^t most member states 
would be "very reluctant to 
give the (kmrt a coinpleteh' 
open door to change the 
rules of procedure as they 
wished”. 

But tile proposal for more 
judges received widespread 
support from lawyers across 
the EU. itfost Bars and Law 
Societies also supported the 
idea ofa specialised tribunal 
fenr dealing with staff cases. 

The committee concluded 
that tbe single-jud^e pro- 
posal was a step in ri^t 
directimi but not a compliete 
solution. It said tbe Court 
should go on looking for 
improvements. The Court 
should have more freedom to 
amend its own junoedures. 

At tile end of the d^, how- 
ever, tbe committee folt it 
was difficult not to conclude 
that the court would need 
extra jodges long before tbe 
next EU enlargement 
because, as thw CCBE had 
pointed out ‘Tf the CFI did 
nothing else but work to 
clear the present badtiog of 
pending cases, this could, at 
least on tile basis of past per- 
formance, take between 
three and five years." 

By that time olsis would 
have tamed to catastngibe. 



PEOPLE ON THE MOVE 


Obermeier 
succeeded by 
Simson at 
Viag 

Management ^lOts at Viag, 
the large Munich-hased 
industrial congionierate, led 
yesterday to Ae mdt of Geoig 
Obwme ie r as management 
board cheirmatv The widely 
expected decision was 
tormaily approved by the 
group’s supenfeory board. Hie 
isplaeement will be wnheim 
Shnson. chairman of .SKW 
Trostberg, Vlag's chemk^ 
sifosidiaiy, since 1991. 

Despite a biusque manner 
and tacK of flair in public 
communication, Obermeier, 

56, W8@ dosety involved in 
some of Vlag’s biggest 

eicpansion proiecte. including 

Ks 1994 takeover of 
BeyemwerK one of 
GOTtan/a biggest electricity 
utIRties. He also took Viag into 

the teleeommunioatlpns 
sector. His abrupt departure, 
more than a year befwe hb 
contract expired, is believed 
to have been unrelated to 

group strategy but to have 

reflected genmt frictiwi wkhin 

the Viag sersor men^ement 
y^ledtoacoSapseof 
corrfidence. The sopewteory 
board fa understood to have 
yesterday’s decision 
unenimousiy- 

OOermsIer win ewidnue to 

viwrtdrBforViagina 

confiiHwney role. He wiH see 

the top job being taken ever 

by an older man. ■ 
(jologn^ficm Smson, 59, is a 
ehemlst .by profession and 
has been Involved In the 
Industry tor meet of hb 
career. In the I970s and 


1980s he worked at Imperial 
OiemicEJ Industries, inciuding 
Slough and London in the UK. 
rising to eKecutive director in 
the paints division. Simson 
joined SIW Trostberg in 1989 
as a management board 
member. Since February tl^ 
year he has been honor^ 
professor of 'technical 
chemistry at the 
Ludv^g-Maximifian Unlverwty 
In Munich. 

Viag moved to squash 
speculation that amson's 
chainnanship would 
temporary, armouncing that 
tin sgiptintment would be for 
five years. 

RaljOhAttfris 

Hehir promoted 
by McGraw-Hill 

McGraw-HBt, the publishing, 
information and'mec^ 
services groi 4 ). has promoted 
Michaei Hehfr to foe new 
post of managing director, 
Europe, where he win 
co-ofdtnste ebategy in the 
j^loa He wU repM directly 
to John Negropone, 
vice-president of McGraw-HBL 

Hehir has spent 20 years at 
McGraw-HW where most 
recently he was presid«rt cff 
foe Information Services 
(arotp. 

HGuold McGraw, preadent 
and chief SMewtive of 
McGraw-HiH said; ‘Sqwnding 
our tfobai capabilities is a 
critical priority in the 
McGraw-Hill companies' 
eoepansion agenda. The 
dramstlc diar^ges under way 
in Eiffope, esperially foe 
convergence of foe finandal 
maikets, offer a uruque 
opporranHy to build our 
franchise” Europe is foe 
largest revwiue base In' 


McGraw-HiH outside the US. 

Hehir will head a European 
adwsory board end will work 
with busfoees heads on new 
products, partnerships and 
acquisitions. 

McGraw-HiH, in a s ep arate 
announcement, edd Vasant 
Prabhu had been sv^iokited 
presMent of its information 
and media servicas business 
segment, of which informalion 
services is a divi^orL Pralfou 
was previously senior 
vice-president of finwKW and 
chitf flnanciai offlear for 
P^jsXlo IntemationaL 

Prabhu, 38, win report 
cflracUy to McGraw and will 
manage all the group's 
farfomtetion and madia 
services s^ment Previous^ 
these busteesses reported to 
McGraw through three 
separate operating units. 
UeaWood 

Bob'n O’Shea 
strikes out 

The youngs^ in foe One of 
S}»ni^ ban^ws carryfog foe 
name of ErrHiio Botin has 
decided to strike out on Ms 
own. EmiBo Botin O’Shea, 
S4-year-oid sen of the Emilio 
Bo^ who is currently 
ch^rman of the Banco 
Santander group, has quit hie 
executive role in the bank to 
set up a hedge fund 
management business. 

He has resigned as an 
executive director at 
Sentandw, tespontible for its 
oorpMBte financial office and 
proprietary badiqg account, 
but will ke^ Ns bMtd seat at 
the bank, where not only his 
fafoer but also Ns grand fa ther 
yid great-gr an dfather were 
chakmen. 

Bob'n junior has up to now 


followed a similar career 
pattern to his eider sister Ana 
Patrida, who runs Santander’s 
wholeeale barMng side and Is 
ixm foe favourite for foe 
suceesslOTL Both gained 
etoerience vrorldng for US 
banks befm settOr^ bade 
into Santander - in her case 
J.P. Morgan ertd in Ns case 
Bankers Trust 

His new venture, Vega 
Asset Management, where he 
wiH be chief acecutive, is 
initially expected to involve 
about 15 profeswonats. These 
v^l include Mamoon Zamir, 
former head of globai 
fixed-income and darlvaevee 
trading for ^'baik h New 
York, and Ravinder Mehra, 
currwitly a fund manager at 
Santander arri a former New 
York head of derivatives for 
foe HSBC gnaup. 

David 

Komatsu names 
Anesaki 

Naenti Anesald has been 
appointed head of the 
European constructim 
equipment division of 
Kbmafsu, the Japanese 
engineering compare that is 
foe worhfe secemd-t^est 
maker of aerthmoving 
machines, after Cat^lv of 
the US. 

He is taking over the 
Brussels-based job from 
KazuNro Ae^. who has 
moved to Totq^ to become 
the head of Komatwi's 
international eonstnjctlon 
machine business. 

Arteeaki is a former official 
at the Mirristry of httemational 
Trade and Industry who was 
previously In char^ of 
Komatsu's Japan^ased 
defonce ^sterns divition. 


^1- " 


No chances 
taken on 
gaming VAT 


European 
court 

The European Court of 
Justice has farther refined 
its position on tbe applica- 
tk» of value added tax to 
unlawful economic actiri- 
ties. 

'This latest case arose on a 
reference from .3 German 
court in relatitxi to a dispute 
involving unlawful gam- 
bling. 

Karlheinz Fischer had 
been granted a permit to 
(grerate a gime of skill coll- 
ing for tbe use of a particu- 
lar roulette machine. 

However, be bad deporttvi 
from tbe toms of that per- 
mit to such an extent that 
the game resembled the 
game of roulette as 
played in licensed public 
casinos. 

Under the relevant Ger- 
man tax legislaticm, gaming 
turnover of bcesised public 
casinos is exempted from 
VAT. 

Since Mr Fischer organ- 
ised games of chance other 
than in a licensed public 
casino he was assessed for 
VAT by the tax authorities. 

While the general role is 
that the supply of goods and 
services effected fw consid- 
eration by a taxable person 
is subject to VAT. a number 
of obhgatorj’ exemptions are 
specified in tbe European 
Sixth VAT Directive. 

In particular, Article ISBff) 
prorides that member states 
most exempt "betcing, lot- 
teries and other forms of 
gambling, subject to condi- 
tions and -limitations laid 
down by each member 
state." 

Tbe European Court first 
noted that, as the Sixth 
Directive exiwessli’ referred 
to gambling. It was clear 
that such transactions did 
not, as such, foil outside 
the scope of that dir- 
ective. 

Certainly, transactions 
which are wholly unlawful, 
such as tbe supply of nar- 
cotic drags or counterfeit 
money, are outside of the 
scope of applicatiOD of the 
directive. 

Such transactions could 
give rise only to penalties 
under criminal law. were 
wholly alien to tbe provi- 
sioEts of the Sixth Directive, 
and did not give rise to any 
VATd^t 

It was important to recog- 
nise, however, that those 
products, because of their 
qiecial characteristics, could 
not be marketed or incorpo- 
rated into economic chan- 
nels. 

By contrast, outside those 
eases, the principle of fiscal 


neutrality' precludes a sene^ 
ahsed distinction from being 
drawn in (he levying of VAT 
between unlawful a^ lawful 
transactions. 

Games of chance, and rou- 
lette In particular, are law- 
fully played in a number of 
member states. Since the 
unlawful trans.ictions car- 
ried out by Mr Fischer were 
m compeiitiou with lawful 
activities, the principle 
of fiscal neutrality precluded 
their boing treated differ- 
ently as regards 
V.AT. 

Hie unlawful operation of 
games of chance therefore 
amounted to a supply of ser- 
\1ces within the scope of the 
Sixth Directive. 

Tbe ITK had asserted that 


The principle of 
fiscal neutrality 
precludes a 
generalised 
distinction from 
being drawn in 
the levying of VAT 


.Article ISBlf) prohibited 
member states impos- 
ing VAT on unlawful games 
of chance when tbe corre- 
spooding activity lawfully 
carried on in licensed 
public casinos was 
exempted. 

However, tbe UK later 
reversed its position and 
argued that when member 
states lay down the condi- 
tions and limitations oi the 
exemption on gambling 
activities, they are entitled 
to require that the transac- 
tions take place in licensed 
public casinos. 

The Court decided that the 
exemptions provided for fa 
Article 13B should be applied 
In accordance with the 
principle of fiscal 
neutrality. 

That requirement also 
ai^lied when memb^ states 
zeroised their power under 
Article l3B(fl to set the ccsi- 
ditions and limitations of 
that exemptioa 

Jn giring member states 
that power, the BU le^a- 
ture fod not authorise them 
to undemiine the principle 
of fiscal neutrality. It fol- 
lowed that member states 
could not reserve the exemp- 
tion solely to lawful 
of chance. 

C-3S3/SS: Kartheins Pfseher r 
Finansamt Donaueachingen. 
ECJ eCH. Jime II I99S. 

BRICK COURT CHAMBERS. 
BRUSSELS 



Vaughan rises 
at New Holland 

Martyn Vaughan, one of the 
riaic^ stars of the UK 
^ricuRuiri macNneiy 
industry, has been a key 
job in improving worldwide 
maiHifacturing efficiency at 
New Hdlarrd. the world's 
second-Nggest tractor m^ter. 

Vaughan, 43, is to lake over 
as foe compan/s vice 
preefderrt for methods and 
^Starts, which includes 
taking responwlxltty for a big 
project aimed at smoothing 
the supply of parts to the 
company's plarue from 
conmonent makers and 
cutting costs. 

Vaughan is currently plant 
managa- at New Holland's 
tractor and engine production 
urut In Baaldon, Eriglaid, one 
of Europe’s biggest 
agricultural machinery 
foetories. He has also worked 
for Case, foe US compare 
vfoich is among foe world’s 
four tractor makers, and 
Perkins, foe UK-based 
diesel-engine makw owned by 
CaterpIBar of foe US. He has 
also had a speH as a 
managing dbector at Bostrom, 
a UK company wN^ is one 
of Europe's biggest 
manufoeturers of seats for 
agricultutal and oonstructio n 
etpapmanl 

At Basiydon Vaughan has 
been involved virifo foe 
'introduction of new working 
praetteas to boost productivity 
fomigh teamworidr^ and 
related ideas. New Holland, in 
which Flat, foe Itedian-owned 
automotive gnxg) has a 
m^ori^ stake, has ks 
headquarters in London and 
has armual sales of 


indud'ing farm equipment and 
construction machines, tt Is 
astlrnated to account for 
about 17 per cent of world 
sales of agricultural machlnee, 
running at some S27bn a year, 
alter Deere of the US, the 
biggest supplier, with 26 per 
cent 

Peter Marsh 

Moving 

places 

• WEST MERCHAfsfT BANK 
has appe^nted James Garvey 
as head Of CeniTal and 
Eastern Europe, Middle East 
and Africa. Garvey, 36, Joins 
West M e rc hant as marraging 

director in the corporate 
finance and origination 
cfivi»en. He was previously 
manning director and head 
of emer^ng markets 
origination at UBS in 
London. 

• BWIBB RE has appointed 

John Rfzpatrick and John 
Hendrickson to the execuHvs 
board. Fitzpatrick becomes 
cNef financial officer. 
Hendrickson will be 
responsive for a new division 
which wilt have responsibility 
for direct Investments, both 
strat(^ic and ftiandal, as vrtil 
as for proviaon of Investment 
advice. 

• Brian Dufly, managing 
director of Pretty Pofly UK. 
has bem promoted to 
vlce-pre^dent of Hosiery 
Europe for foe brand’s parent 
company SARA L^ 
PERSONAL PRODUCTS. 

• FIEU^STONE PRIVATE 
CAPITAL GROUP has 
announced that Isaac Sam 
has Joined foe company as a 
prtncipal. Sam brings 20 
years* experience from the 
World Bank. 
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Tbey'It be 


SIEMENS 


personal competersl 

In becoming the 
woild's largest vendor 
of information and 
communication (l&C) 
technologies, 
Siemens will be re- 
bundPing its offerings 
effective Oct 1,1998. 
As part of this realign- 
ment, a strategic 
alliance has been 
formed with Taiwan- 
based Acer, the third- 
largest PC vendor 
worldwide. 
Under this alliance, 
Siemens tnrill continue 
to retain control over 
product planning, 
sales, marketing and 
service. Acer will 
acquire the PC manu- 
facturing operation in 
Augsburg. 

So Siemens Nbedorf 
customers will con- 
tinue to be able to 
incorporate Siemens 
products in their 
future planning. 
Because Siemens is 
the only global player 
Vo unite a critical 
mass of expertise in 
both information and 
communication 
technologies. 

For more 
infoimation. call 
00-8004)1109798. 

Or visit our website at 

httpVAvwwi 

sreaieRSiiixifori 

comfq&ti 
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WORLD CUP 


SCOTLAND HISTORY BECKONS 


Condition 
tense but 
confident 


They have the ability to beat Morocco but 
past failures loom large, says Peter Aspden 


Scotland's World Cup base is 
Just a couple of hundred 

metres &om the birthplace 

Of Nostradamus, in the 
pretty town of S^t Remy 
de Provence, but nobody in 
^ camp is in the mood for 
prophesy. 

Flayers and coadiing staff 
shroud their remarks with 
so many hypotheticals anri 
uses of the conditional tense 
that they might almost have 
been sun>nsed to see the sun 
rise this morning. 

But there are certainties 
too. One is that Scotland 
must at least avoid defeat 
against Morocco in Saint 
Etienne toni^t to entertain 
hopes of going beyond the 
preliminary stages of the 
World Cup for the first time. 
If they manage that, and 
Brazil also beat Norway 
tonight by two goals or 
more, the Scots will have 
succeed in a quest that 
has taken on tragl-comic 
dimensions in tbp past. 

AJez Miller, Scotland’s 
assistant coach, is asked 
whether he thinks Brazil, 
already guaranteed first 
place in Group A, will really 
be trying against the Nor- 
wegians. He scents, as every- 
one does, the b^innings of a 
con^iracy theory and does 
his best to allay fears. ‘%a- 
zU were recently beaten by 
Norway 4-2 and will be deter- 
mined to knock them out 
And Brazil will want to 


show the world why they are 
such favourites to win the 

trophy. They won't want to 

take it easy, to lose their 
rhythm, now that they are 
playing well." 

If these sentiments are 
wishfiil. they are covered by 
a suitable note of caution 
over tonight's opponents. 
*^6 have watched Morocco 
and been very impressed. 
Even In their defeat against 
Brazil, their heads never 
went down, they never lost 
their shape and discipline. 

“They are oiganised in 
defence and move forward 
quickly on the counter. 
Hadji Is very difficult to pick 
up, he moves all over the 
place and be is a very good 
finisher." 

But vriiat about their goal- 
keeper Dxlss Benzekxi? Was 
he not a liability, responsible 
for both of the Norwegian 
goals in the two teams' 2-2 
draw with his inept Hawn mg 
of crosses? Miller refuses to 
be drawn. "Set pieces could 
be very important for us. we 
have been working hard on 
them. But I'm not going to 
say their goalkeeper is a 
weakness. It’s the surest 
way of getting him to play a 
blinder." 

More caution, superstition 
even. The fact is, after two 
intelligent and purposeful 
performances In their open- 
ing games against Brazil and 
Norway. Scotland know they 



TICKET TOUTS 


Tartan 
Army 
enters - 
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GROUP G COLOMBIA 1 TUNISIA 0 


at a price 


Colombia win thanks to 
Valderrama’s inspired play 


rur 


Looking for opportiffiBies: Kevin Galacher (righQ has yet to make Ns marie 


have the ability and form to 
beat Morocco. They came 
from behind in each game, 
only to be frustrated by an 
unlucky own-goal in the first 
match and an inability to 
finish despite dominating 
the second. 

Whisper it softly, but the 
Scots are confident Yet any 
mention of their possible 
opponents in the next round, 
Italy, receives a sharp 
rebuke. Scotland have been 
down this road too often. 
Hubris could be a piece of 
Hi ghland s dialect so famfU 
iar are the nation's football 
fans with unforeseen disap- 
pointment 

Rememb^ the loss against 
Costa Rica in 1990? The war 
of attrition against the 10 


men of Uruguay in 1986? Itie 
Iran disaster of 1978? So, no 
predictions. 

Instead, the namp has an 
air of seriousness. When 
photc^p^phers ask Kevin 
GaSadier Darren Jack- 
son to pose in front of a 
fountain in the town centre, 
clutching baguettes, their 
patience la tested and they 
splash water over the cam- 
eras to bring proceedings to 
an end. 

Gallacher, a r^olar scorer 
in the vin gKah Fremimablp 
for Blackburn Rovers, has 
yet to make his mark in 
France, but says he feels no 
special responsibility to pro- 
vide a toning finlwh tonig ht. 
"The marking is tight up 
finnt it is just as impmtant 


Zar the midfield players to 
come throu^ and ^ into 
goalscoring opport u nities." 

He too confers the Scot- 
tish performances so &r to 
have been of high quality. 
"We should have drawn 
against Brazil, we should 
have beaten Norway ..." He 
trails offi po’lnqis in the sud- 
den realisation that "should 
have" is an unwelcome 
recurring phrase In Scottish 
World Ccq> history. 

teller provides the unre- 
matkable soundbite we have 
an been waiting for. Tt is 
the chance of a lifetime for 
these players to make a little 
piece of history. But they 
recognise that. They are aU 
experienced professionals. 
They want to succeed." 


IRAN VICTORY OVER THE US IS ANOTHER DREAM TO COME TRUE 


En route to being ‘normal’ again 


Scheherazade Daneshkhu on the game’s 
significance for the aspirations of the people 


For fran, beating the US 2-1 
in Lyons on Sunday released 
a rush of emotion not easily 
understood by those in the 

western worR But the cod< 
tinning celebrations on Teh- 
ran's streets are not only the 
reaction of a beleaguered 
nation thrilled to have 
achieved a victory over its 
erstwhile superpower adve^ 
sary. 

Iranians have long nur- 
tured soccer with a 
Brazillan-style love. If not 
accomplishment - a game to 
be found in any backstreet 
played by any boy big 
enough to kick a ball. 

It would be disingenuous 
to pretend that beating the 
US did not cany a special 
relish, but if triumphing 
over "the Great Satan" bad 
been the only reason for joy. 
the I ranian team would not 
have gone out of their way 
to be friendly to the US play- 
ers. presenting them with 
flowers and presents before 
the game, and avoiding 
aggression on the pitch. 

Iran's explosion of happi- 
ness. similar to that which 


broke out when It qualified 
for the World Cup. is an 
expression of national pride 
at success on the interna- 
tional stage and hope that at 
last Iran might sb^ off its 
caricature as a nation of slo- 
gan-chanting, anti-western 
fetnatics. 

Like many developing 
nations. Iran has almost 
come to believe its own 
despondency at being disor- 
ganised and forever con- 
demned to lagging behind 
economically developed 
nations. Its treatment as a 
pariah state for political rea- 
sons by the US has only 
added to Uie feeling of pow- 
erlessness and injustice. 

While Iran’s leades have 
played their hand in perpet- 
uating the tension - Ayatol- 
lah .Ali Khamenei, Iran's 
supreme religious leader, 
was quick yesterday to por- 
tray the match as defeat 
over a strong and arrogant 
opponent - Mohammad Kha- 
tami. its new president, 
speaks a now language. 

In bis message, Khatami 
said: "Like tens of mlUioos 



Party time: people in Tdiran celebra te their team's 2>1 victory 


of Iranians I am also happy taam iiieir victory is a man- 
and hope for prosperity for ifestation of our unity." And 


the youth of our nation who 
through their fair play 
brought happiness for the 
nation. 

"I thank ail Iranian foot- 
ball fans who supported our 


in a gentle reminder to the 
conservative opposition in 
Iran, he added that "all the 
youth have the right to be 
happy on this occasion". 

'Tens of thousands of 


yniiTig Iranian men and 
women flocked into Tehran’s 
avenues late on Sunday 
nj^it fcdlowing their team's 
victory. Far frnm trying to 
Inhibit this spontaneous 
explosion of national joy, 
Tehran's police stood aside, 
many looking ihorouj^Uy 
bemused. . 

^Oiatami has judged the 
mood of a nation tired of 20 
years of revolution and 
turmoil, yearning to be 
accepted as a "normal" 
member of the interuational 
community, and to be reo:^- 
nised for its traditions and 
contribution to civilisation. 

Beating the US at football 
has been just one of several 
dreams to have conie true 
for Iran. Last year, Iran dis- 
tinguished itself In the worid 
of dnema vtiien Abbas Kia- 
rostami, the respected Ira- 
nian director, shared first 
prize at the Cannes Sm fes- 
tival for his film The Taste of 
Cherries. 

The joy felt at this "vic- 
tory" was confined to an eso- 
teric minority- Football is an 
ahogethor different matter. 


Additional reporting by 
Robin AHen. 


Scottish fans in France 
wtUuHit tickets for today's 
croeia} match against 
Morocco in Saint Etienne 
can expect to find them* 
sdves on the wrong side of a 
girnng seUsTS’ market when 
most of the tickets change 
bands today. Only games 
isvolvii^ England r onse 
more tnterest on tiie vibrant 
World Cm bladL market 

If dafliing g in Bordeanx 
before Scotland's natch 
with Norway last Tuesday 
are any indication, ticke- 
tiess members of the Tartan 
Army will have to pay more 
ihaw 10 times the foce valne 
of tiAets to gain mitry to 
the 86.000-seat Stade 
Geofltoy-Giddkard, the sec- 
ond smallest of the 10 World 
Cup vennes. 

Tickets in Bordeaux’s 
86,500-seat Parc Lescore 
wtte rfiang hi g hands ffw at 
least FFi:S.000 (S334) com- 
pared with moderate three- 
figure prices in the bnyen’ 
market that applies to most 
other World Cm games. For 
Cameroon v Italy in Afont- 
pellier, a plentiful black 
market supply meant an 
excdlent view was avaflable 
forFFtSOO. 

French law forbids the 
resale of tickets for more 
thaw thrir face valne. Bat 
police seem happy to 
ob s c i ’v e black market deal- 
ings, stepping in to halt 
trade only when negotia- 
tions threateai to degenerate 
into nnnily bdiavioiir. 

Touts carry signs offitfing 
to buy tickets - "Cfrerche les 
BOiets" - from tens. But a 
simple inqnlry into, how { 
much they are prme»Bd to 
pay qniGkly evolves Into an 
opportunity to buy. Only ttie 
jri j ^ting of a Japanese fan 
after a ticket esconrages tiie 
touts to reveal their wares 
unprompted. 

The going rate for 
Scotland-Norway tickets 
remained find at mare than 
FFr2,000 even afim: khk-olT. 
Touts were not prepared to 
see their profit drop, prefo'- 
ring to leave a seat 
than sen at a cot isice. m 
contrast for Cameroon- 
ItaJy, prices dropped as the 
game drew nearo*. 

Some tens found Bordeaia 
locals were an alternative 
source of tickets. On bmng 
offered four^gure sums for 
tiieir seats, they would often 
sell witiiin yards of the sta- 
' diom. Their valuation of a 
FFrl4S ticket generally feU 
below the permniam price the 
average Scotsman was lae- 
pared to pay. 

Overall, those Scottish 
fans who paid touts even as 
mnch as FFr3,000 did so 
witii a shrug of the shoul- 
den. Otben left the street 
dealers in no doubt of th^ 
irritation, watched closely 
by police. Lmkily for fans 
left ticketless, bars and pubs 
near the stadium offered 
tdevisfon sets and iflenty (rf 
atmosphere. For tibose who 
miss out on a ticket in Saint 
Etieone a riwiiiar yfew will 
have to suffice. 


I An gSrd-minute goal from 

Colombian substituie Loi dg 
practado gave his side vietoiy 
over Tivtisla ill MonV^Bor 
yosterd^ to keep alive thov 
chances of qualifying tor fto 
next roisto. The game was 
drifting towards a goaBess 
draw when Coiombta's 

charismatic capiam Carioa 

Valdewama. 36. (left) found the 
decisive pass to open the 
Tunisian defence. Preciado hit 
a low foot drive which 
godkeeper Chokri B Ooaer 

could o^ help into the rmt. It 
was just about a fair result 
Poor rmi^iing and a fine 
^ display by B Ouaer frustrated 

the South Americans OT sB«ral occ|K«^3nd^^^ 

soma oood ooeninos. Faustino Aspnlla. sent home tot 

34-yew-HDld striker Anthony cte Avila, 

best chance came after 22 rmnutes 
Cabrera headed povrerfuDy from Jose Santa ® 
but B Ouaer did vrell to tip over the bar. 
back strongly on either side of the Interval. 

Farid Mondragon had punched the b^l on to 
hasd The Colombian coadi Heman Gomes puHed on Rmcon 
his attacl. But « ^ari shea 
Valderrema reached one last time into his eccen^ reponofre 
for an overefoe moment of inspiration. Peter Aspden 
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IN BRIEF 


German offer to quit rejected 






•> 


An Informal offer from Germany to withdraw from the World 
Cup foOowhg violence by hooligans in Lens on ^nday was 
rejected by Fife at an emergency meeting in Paris yesterday. 

■One flrlngntn asked if it would help to withdraw.” FHa 
president Joseph “Sepp" Blatter said. "We said no." 

The violence 1^ a pdiceman fitting for his life in a coma 
after being attacked ^ rightvring German thugs. Egidius Biam, 
the president of the German football federation, broke down in 
ftorrt of the media after attending the meeting and said he had 
considered leaving the World Cup completely when he heard 
the news about the policeman. 

Blatter added that hooTigan acts would not be allowed to 
upset the Wbrid Cup. "Football and sport are stranger than 
hoofiganism and violence. We must stay here and play the 
games and see It through,” he said. He also confirmed that Fife 
would not contesnplate switching venues - for example, if 
England had to play in Marseilles again to thwart the threat of 
hooTiganism. and called on the Eiucfiean Union to do more to 
prevent known soccer thugs from crossing borders easily. ft 
# Brendan Augustine, expelled from South Africa's squad with ' 
Naughty Mokoena. apologised for letting down his team-mates. 
The pair were sent home after breakirrg a curfew. Bulgaria 
strikers Hristo Stoichtov and Luboslav Penev (ace discii^nary 
action from coach Hristo Bcxiev for staying out overnight 
without permission. 
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NEXT GAMES 


The tournament moves up a gear today as the last round of 
group matches begins. For each of the next four days, two 
games will be played concurrently at 4.00pm and 9.00pm, local 
time, to settle the groups in turn. 

The sequerK» kicks off with Group B, one of those where 
any of the four teams could still take the two top slots. Italy 
found thefr mark with their 3-0 demolition of Cameroon, but will 
be wary of Austria's knack for scoring last-minute equalisers. 
The azauni - renowned escapologists themselves - need three 


points to be sure of heading the group, and hence avoiding £ \ 
in the nact round. Chile should edge their do-or-die clasF^' 
wito Cameroon, but the tough-tackling Indomitable Uons will 
fight to toe end to avoid finishing bottom, 

Brazil are already assured top place in Group A. which takes 
centre stage in the evening, and If they lose to Norway Egil 
Olsen's men win go through. Otherwise, a second-round slot 
beckons for the winner of the Scotland-Morocco encounter 

• ITALY V AUSTRIA, 1&Q0", ST DENIS. 

• CHEf V CAMEROON, 164K). NANTES. 

• BRAZIL V NORWAY, 21JX), MARSEILLES 

• SCOTLAND V MOROCCO, 21.00, ST ETIENNE. 

*Local Mefc-off times (GMT + 2 houi^. One hour earlier in UK. 


NUMBER SO FAR 


Colin Cameron 


GROUP TABLES 


Goals total 77 Sendings off ... 12 

Bookings I 15 Penalties.. 4 

Leridlna goBlscca- Qahrie! Batistuta (aI^'i;;^ 4 


GROUP A 


GROUP B 


GROUP C 


GROUP D 


GROUP E 


GROUP F 


GROUP 6 


GROUP H 


PWD L F APB 
3 2 0 D S t 6 
203033 3 
3 0 1 1 3 3 I 
301135 1 


PW D I F A Pfc 
311052 4 
302033 2 
203023 3 


P« 0 I. F A Pb 
3 2 0 0 7 0 6 Mgai 
2 110 2 1 4 Poae 

2 0 1114 1 Spab 


I 4 1 Sane AoMa 2 0 0 2 0 9 


PS 0 L F A m 
220042 6 
202000 2 
201123 1 
2 0 110 1 1 


PW D L F A Pb 
211090 4 
2 1 1 0 S 3 4 
2 0 2 0 2 2 2 
200218 0 


PW D L F A PB 
211042 4 
2 1 1 0 3 2 4 
210122 3 
200214 0 


PW 0 L F APB 
2 10 111 3 AiganSna 
1 1 0 0 2 0 3 OraWi 

1 1 0 0 1 0 3 Jwn 

2 0 0 2 0 3 0 JoBBiea 


PW D L P Afti 
220060 $ 
220041 6 
200202 0 
200210 0 


For latest World Cup news 

www-FT,C0fn/v.r0rJdcUD9o 
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ivt’i privatisation 


Despite leading a weak coalition 
government, the prime minister has 
succeeded in introducing modest 
reforms, writes John Barham 

On a political 
tightrope 


Mesot YUmaz leads one of 
CEie wieakest administrations 
in Turkey's ree^ history, 
but he is idaying the pditi- 
cal hand he has been dealt 
w ith some «WL Against the 
odds, be has succeeded in 
holdi^ his three'party 
minority coahtimi toge^er. 
vhile maWng a start on eco> 
noinic reforms that Imve 
eluded governments 
throughout the 1990s. 

The deficit-ridden public 
fmannas, the mainspring of 
Turkish inflation, are now 
under better control. The 
government may even raise 
$9bn-$12bn in privatisatioD 
revalues this year, at least 
three timps more ehati the 
total in the previous 18 
years. Inflation is heaOiog 
down, and the economy is 

hiwming . 

For the first time. Mother- 
land, Mr inhnaz’s conserva- 
tive party, is pulling ahead 
of Turkey’s bluest political 
party, the Islamist opposi- 
tion Virtue party, in the 
opinion polls. Mr Tilmaz 
said: T do not have a major- 
ity in i>arliaiD!ent but I still 
eojoy a lot of sup po rt in the 
electmaie." > 

If he is to overcome to 
overcome Turkey’s prob- 
lems, however, Itfr Yih^ is 
going to have to demon- 
strate vision and esoogy not 
seen so far. The problems 


Include an economy t*>inicpii 
by decades of inflation; a 
fragmented political astern; 
a Kurdisfa insorrectioD in 
the southeast which has 
claimed almost 30P00 lives 
since 1984; a bad human 
rights record; poor educa- 
tional and health mdicatars; 
a large laoad-based Islamist 
opposition; and troubled 
relations with Greece mid 
the Burppeen UnicHi. 

If he does not succeed, 
Turkey does not seem to 
have a new leader waitii^ in 
the vrings. ‘’Ihe political sys- 
tem is locked and blocked 
with little hope of new lead- 
ers emerging. The [political] 
system hinders change,” 
Tahafc Alaton, f»>iaiY*wiBn of 
Alacko HrtMing, a conglom- 
erate, and a critic of the gov- 
ernment, said. 

Weak coalitions have 
ruled Turkey since 199L In 
the last election in 1995, no 
party took more than 21 per 
cent of the vote, ^arty 
bosses wield absolute 
asthbrily inside their par- 
ties. Ibe party structure is 
fragmented: there are now 
three conservative parties, 
two centre-left parties and 
one Islamist party in the ^0- 
member parliamoit,- pins 14 
MPs sitting as independoots. . 
Ike govemmant is about 50 
seats short of a maioirtty and ' 
needs the support of an 
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opposition centre-left party 
to survive. 

Pollsters doubt whether 
fresh elections, tentatively 
sdiednled for next April, vrin 
return a strong, stable gcnE 
eniment capable of embark- 
ing cm radical free market 
ff tifiMH ig unless eliang is 
tile electoral and party laws. 
Few eqiect tbem to do so in 
time. 

Yet. de^dte this nnhett^ 
political baekdrc^, Turk^ is 
taking the Asian crisis in its 
stride. In spite of double- and 
sometimes trml&dlgit infla- 
tkm, the economy has grown 
at an avoa^ 5 pa cent a 
year in the 19905, and even 
frster in the boom tovms of 
central Anatolia. 

Financial mazke^ anal^ta 
beBeve, too, that Turkey is 
more than ripe for refiirm, 
‘■Toikey is like pre^loiem 
Argentina or pre-Cardoso 
Brazal,’’ according to SQley- 
man Tombul, director of 
GFC, an Istanbu] brakenige. 
Howevcar, until an effective 
new leader comes and stops 
inflation, observers viroiry 
that social tensions wiD ctm- 
tinue to grow. 

Encouragingly, there is 
stni little sign of the 
of radicalism. The Islamist 
movement’s extremists are a 
minority. As Idr Yiilmaz him- 
self recc^nised, “almost half 
the pslamist] vote was the 
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outcome of social distnr- 
bances [and] poverty in the 
slums of the big cities. IhiOa- 
tion leads to an unjust distri- 
bution (tf income.*' 

Although the unrecorded 
economy, said to be as large 
as the formal economy, 
soaks vg> a lot of labour and 
the extended family provides 
an intonnal social safety net, 
instability also discourages 
mudEoeeded investmeoL 

The military, who 
mounted three coups d'etat 
between 196IE80. have been 
vociferous in their opposi- 
tion to the Islamists. General 
Ismail Earadayi, chief of 
staff; warned this year that 
“fundamentalism continues 
to be the number one threat” 
to nati onal se curity . 

However, the army has 
dmsen to focus on p^tical 
action to ehnunate siqipmt 
lor the Islamists instead aC 
pushii^ for economic and 
sodal refonas. 

The generals forced Nec- 
Tnt»Hin Erbakan, the Islainist 
leader, to resi^ as prime 
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minister last June anrf than 
helped uy YUmaz in 

his place. 

They backed a legal aSSea- 
give by civilian prosecutos. 
In January, the eonstitu- 
tional court dissolved Mr 
Erbakan's Welfare party and 
banned him from poUtics for 
flve years. Welfare MPs 
promptly formed a new 
groiq), the Virtue party, and 
chose a figurehead leader. 

In April, a State Security 
court sentenced Recep 
Tayyip Erdogan, 44, the 
Islamist mayor of Istanbul 
and a stroi^ contender fw 
Mr Erbakan's uiaotift. to 10 
mniithR In jail fin' Tnciting 
hatred’ with a speech he 
made in December. If Mr 
Ehdogan’s appeal fails, he 
will be barred fh>m holding 
political i^Qce, denying Vfr- 
tue a charismatic yom^ 
leada. 

Parliament may also send 
Tansu (hller, the former 
prime minister and Mr 
Erbakan’s coaliticm ally, fn: 
trial on comiption charges 
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before the constitutiona] 
court, which effectively pre< 
vents her from participating 
in elections. 

The generals are, however, 
growing impatient with Mr 
Yilmat, who is sbrinklDg 
firom supporting a series of 
antl-lsIamist measures in 
parliament. 'These would 
require strict enforcement of 

an oyiBting' haw rwi lalami ff 

dress, controls on mosque 
construction and closer 
supervision of Islamist- 
owned businesses, broadcast- 
ers and charitable founda- 
tions. 

Mr Yilmaz’s Motherland 
party bac an Mamie# minor' 
ity, and as elections 
approach, he may be amdons 
to avoid aiipnating support 
among Tuikey’s many pious 
Moslems who have little 
interest in politics. Some 
commentators worry, too, 
that the anti-Islamist cam- 
paign may force Virtue on to 
a radical path. Many believe 
Virtue win lose votes at the 
next election because votos 



believe it threatens the secu- 
lar system. 

For their part, Turkey's 
generals are proving no 
more successful than civil- 
ian politicians in providing 
the country with strong gov- 
ernment. Some observers 
say it would now be more 
difficult to mount another 
coup, the military’s ultimate 
sanction, than it was in 1980. 
However, many believe the 
military would still inter- 
vene directly or indhuctly to 
prevent Virtue from taUng 
office. 

The military’s determina- 
tion to keep Turkey on the 
aarrow secularist path natu- 
rally angers the Islamists. 
Yet the army Temains by far 
Tuikey’s most trusted insti- 
tution. The military’s politi- 
cal role is also one of the 
reasons why the European 
tMion. irihich Turkey first 
applied to Join in 1987, 
qjums Turk^. 

Robin Cook, British fb^ 
eigo secretary, said- member- 
ship depends on havii^ a 


”fully functioning market 
economy, democratic gover- 
nance with civilian control 
of the military, respect for 
the [EU's] Ccgienhagen crite- 
ria on human rights and 
secure external borders.” 

He added ”poUticians in 
Turkey fully appreciate 
there is a lot oT u-ork to be 
done before Turkey can 
claim to be in conformity 
with these criteria.'’ While 
minor refonns should help, 
social tensions may grow 
and the distance between 
Turkey and the western 
wald continue to widen. 

BQlent Emcibofi. a lead- 
ing businessman, said; 
“There has to be consolida- 
tion in the political spectrum 
Ibr lasting stabi^ and that 
can cmly come with time and 
in the conditiems of a func- 
tioning democracy. U^taiy 
interventions in the past 
were a big mistake, inti- 
mately, it is the respemsibi]- 
ity of society to make It safe 
for poUtidans to do the ri^t 
thing," 
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ECONOMY • by John Barham 
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Emerging market 
turbulence has 
placed the 
country in a more 
positive li^t 


Economists who have 
grumbled for years about 
Turkey’s profligate govern- 
ments and chronic ^nfiarinn 
' are beginning, albeit hesi- 
tantly. to see the country in 
slightly more positive terms. 

Inde^ against a backdrop 
of emerging market turbu- 
lence. some are beginning to 
describe Turkey in almost 
glowing terms. Salomon 
Smith Barney, the New York 
investment bank, said this 
month that ’’Turkey’s rela- 
tive risk-reward profile 
became increasingly favour- 
able in an eD\'lronment of 
intense emerging market 
turmoiL Indeed, while Tur- 
key felt the ripple effects 
from the recent volatility in 
Russia, the effects were both 
limited and promptly 
reversed. " 

Turkey’s h anking system 
is not overstretched in the 
same way as those in Asia, 
and its financial markets are 
small. Its sub-investment 
credit rating and poor inter- 
national image meant the 
torrents of international cap- 
ital that destabilised Asian 
economies ' have, until 
recently, passed it by. Cen- 
tral bank staff and senior 
treasury officials are consid- 
ered to be reasonably compe- 
tent and honest Ihe central 
bank operating as a quasi- 
cuirency board, is only issu- 
ing local currency at the 
same rate as foreign cur- 
rency enters its coffers. 

But the government is 
struggling to stabilise the 
economy. Markets expect 
inflation to drop from 99.1 
per cent in 1997 to about 
^75 per cent by December. 
The government is targeting 
a 4 per cent primary surplus, 
which excludes Interest 


charges on public sector 
debt, up from ai per cent 
last year. The economy is 
growing by &s per cent. The 
central bank has net 
reserves, of $9bn. Privatisa- 
tion is gaining momentum, 
with $2.57bn in revenues 
expected in the first half. 

Officials say the govern- 
ment hopes to sign an a g r ee - . 
ment soon with the Interna- 
tional Monetary Fund in 
which the IMF would moni- 
tor an agreed economic pro- 
gramme on a quarterly 
basis. This may Increase 
market confidence and so 
reduce the government’s 
bi^ cost of local and inter- 
national funds. 

The government recog- 
nises it lacks a mandate for 
radical reform, so it is aim- 
ing to cut inflation to 50 per 
cent this year and 3 per cent 
by 2000 throu^ a gradual 
assault on public sector defi- 
cits, the mainspring of Tur- 
key's inflatioiL 

A diplomat said: “This 
government cannot go ahead 
with reform, but at least it is 
leaving [policymaking] to 
the technocrats. But they 
can only chip away at infla- 
tion. They can only kin it 
with real reforms." 

Still, the economy is now 
in its fourth year of rapid 
growth, fuelled by a con- 
sumer boom. HQsnh Akhan. 
general manager of Korfez- 
bank, an Istanbul invest- 
ment bank, says sales of cars 
and consumer durables are 
growing mainly because con- 
siuner credit bas become 
more affordable as inflation 
and interest rates Gall. 

Economists, however, are 
concerned at a rise in 
short-term capital inflows. 
'Ilie corporate and hanidng 
sectors have short-tem hard 
currency liabilities of about 
$20bii. But Aydin Karabz, a 
top treasury official, says of 
the expansion in short-term 
debt iWe should look at It 
as normal fluctuation or 
flow rather than as some- 
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thing alarming.'* 

However, coping with the 
hot money is a problem. 
Salomon Smith Barney reck- 
ons the OKitral bank spent 
about per cent of GDP in 
open marker operations to 
absorb about $7ba in capital 
inflows between January 
and May.' 

Banks use these loans to 
finan ce foreign trade, and to 
leverage positions in the 
local capital markets. A 
banking analyst said: “lliere 
is so much competition that 
hanks can only make money 
by aggressively taking big 
risks." Analysts say banks 
have about S5bn-$12bD in 
swap and forward contracts 
outstanding in the local 
financial markets, making 
them vulnerable to sudden 
shifts in interest rates or the 
exchange rate. 

Turkey's big fiscal imbal- 
ances and the treasury’s reli- 
ance on narrow local finan- 
cial markets to finance the 
deficit, makes the economy 
all the more unstable. 
Cfineyt Sel, deputy under- 
secretary of the treasury, 
mqiects a sli^t increase in 
this year's budget deficit to 8 
per cent of GNP, up from 7.5 
per cent in 1997. 

However, he says the gov- 
ernment use niost of its 
expected $l2bn in 1998 priva- 
tisation revenues ■> which 
are not included in the bud- 
get - to stren^hen its 
finances by retiring high- 
yielding debt. Interest 
charges, which consume 
two-thirds of government 
revenues would decline, 
helping to sustain growth. 

Yet, with elections on the 
horizon the government will 
be under pressure to 
increase spenchng and slow 
reform to boost its popular- 
ity. Althou^ there are few 
signs of a populist splurge, 
pre-election spending sprees 
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INVESTMENT AND BANKING • by John Barham 


Handicaps and hurdles 
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Selling the 
country to foreign 
investors is 
proving to be an 
uphill struggle 


are a Turkish tradition. 
Excessive growth could 
increase pressure on 'Tur- 
key’s external accounts as 
imports of consumer prod- 
ucts increase and exports 
decline. Imports grew by 
one-third to $48.6bn In 1997 
as the economy resumed 
growth; exports rose by one- 
fifth to 826!2bn last year. 

But economists still fore- 
cast a modest current 
account deficit of about 2 per 
cent of GDP this year, 
thanks to worker remit- 
tances and tourist revenues. 

The informal economy, 
however, is as large as the 
registered economy which 
makes most data unreliable 
(although the current 
account figures do allow for 
unrecorded exports to for- 
mer Soviet bloc conntrlesX 
The unrecorded economy 
explains 'Turkey’s remark- 
able resilience. In 1994. when 
the economy contracted 
sharply, anecdotal evidence 
from consumer goods compa- 
nies su^ests the country 
actually grew that year. 

(jovemment officials and 
business leaders would like 
to see international credit 
rating agencies iq^rade Tur- 
key. The country has sub-in- 
vestment grades from Stan- 
dard and Poor's which rates 
it B and Moody's BL Few 
observers expect Turkey - 
which has not been able to 
fully refinance maturing 
debt since 1994 - to have any 
difficulty servicing its 
$84.Sbn foreign debt 

Ihe private sector is frus- 
trated at the facial pace of 
refonn. 

BtUent Eczaelba$i, the 
influential head of Eczaci- 
ba^i Holding, a consumer 
pr^ucts group, says; ‘Tf 
inflation 5-15 per 1 
would say OK. but everyone 
knows there is no excuse for 
this level of inflation." 


Turkey has many handieapB 
in the ^obal competition for 
capital: inflation, political 
instability and bad rdations 
with most of its nei^bonzs, 
particularly the Eut^iean 
Union. 

So it is hardly surprising 
that foreign Investment in 
Turkey rarely rises much 
above $lba a year - most of 
the "inflow" is reinvestment 
of profits earned by mterna- 
tional companies’ Turkish 
operations. 

Christoph Urban, execu- 
tive vice-president 6£ Sie- 
mens’ Turkish subsidiary 
and chairman of Yased. the 
foreign investment associa- 
tion. rea^nises that attract- 
ing investmmit to Turkey is 
an uphill battle. "Peqple ask 
me when is the ri|fet time to 
invest Turkey’s image is so 
bad and the government is 
unreliable, hut you Just have 
to take the decision to 
invest" regardless. 

He says Siemens earns a 
return of 10 per cent on its 
investments in Taikey and 
the German company has 
never lost a penny in the 40 
years since it ope^ its first 
foctory in the country, even 
thou^ "evoy 10 years thwre 
bas been a crisis". 

Mr Urban and other for- 
eign executives in Turkey 
are tnistrated that bad politi- 
cal and macroeconomic news 
is ghapiTig n pinimra fo EUTCy 
pean and US boardrooms 
instead of the more positive 


the point at which demand 
for an array consumer prod- 
ucts begins to rise rapidly. 

Population growth has 
slowed to just under 2 per 
cent, but Tmkey is still a 
young, fiast-growizig and rap- 
idly urbanising market. 
These demographic funda* 
TTigntflig translate into rapid, 
if erratic, gross domestic 
jROduct growth. 

Trade liberalisation began 
in 1980 and deepened fbUow- 
ing the establis hment In 1998 
of a customs union with the 
European Union, which 
swept away all barriers to 
trade in Industrial goods.' 
Turkey's large diversified 
groups, which grew up when 
there was little import com- 
petition and formgn invest- 
ment was discoursed, are 
feeling the heat 

BlUent Ecsacibasi. who 
runs the family business 
Eczacibasl Holdi^ specialis- 
ing in pharmaceuticsds and 
petstmal care inducts, says 
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^ strucUon-atraditioniilhedise 


..... —V Sff; ^ 


ductiop uot marketing- 

“Turkish companies seek 
distribution monopolies 
throu^ the government u 
Is not just the govemmmt 
but the private sector that 
has to change." 

He believes change will 
come as the family-owned 
conglomerates that dominate 
the business world are 
forced to give managers real 
power and sell equity stakes 
to outside investors. 

Mr Bcxaclbast. whose 
pharmaceutical business is 
under pressure from import 
competition and government 
price controls, agrees. He 
says “there have been m^v 
changes in [this] organisa- 
tion. Some [group] compa- 
nies are listed and some 
have become joint ventures. 
But I don^ think we would 
like to be passive partoi^. 
no matter how attractive 
that mi gh t be." 


Fwaign j mes l meiit 
AiinudHlnr($R4 




"you cannot afford to be a 
mai^iiTMi player in any area. 
Ihe best [international corn- 


developments apparent in .panies] are here. We are 


local maikets. 

Paul Albisser, who heads 
Nestle's operations in Tnr- 
key, says much the same: 
"Turkey has a bad image in 
Eiurope, but 1 have never 
seen such a gap between 
image and reality as far as 
business is conoemed." He 
says that demand for pro- 
cessed foods is growing at up 
to 20 cent a year, five 
irmpK fostear than in mature 
maikets. 

He adds that Turkey has 
readied the st^ where “a 
switch from commodity 
foods to processed foods 
[takes place], «dien Incomes 
reach a certain level" Aver- 
age per capita incomes are 
now at about $4.00045,000, 


investing in areas whoe we 
think we can be one of the 
best" He has divested most 
non-core hudnesses and the 
company bas entered joint 
ventures with the companies 
such as Procter & (Saixible, 
Wamer-Lambmt and Upjohn 
of the US. Eczadba^i pro- 


HOsna Akhan. general 
manager of KOrfezbank. an 
Istanbul investment bank, 
has seen a steady increase in 
interest from clients in 
mergers and acquisitions 
and initial public offerings, 
with m ”*^h of the demand for 
equity coming from intoim- 
tional institutional inves- 
tors. 

Paradoxically, high infla- 
tion offers local groups. 


vides distributum. manufac-. which are accustomed to 
turing and some of its pqpu- instability, considerable pro- 


lar brands vrtiile its fore^ 
partners contribute tedmol- 
ogy and international 
brands. 

However, some observers 
say Turkish business still 
has a lot of catdiiiig iqi to 
do. Selim Oktar. partner of 
Stratell-Mari. a polling and 
market research firm, says 
“industry is not customer- 


tection from foreign preda- 
tors and even helps them 
earn large profits. It also 
deters inward investment 
But inflation is also seri- 
ously damaging Turkish 
companies because It dis- 
courages Investment. Ana- 
lysts say Turkey's Invest- 
ment performance may seem 
robust at about 25 per cent 


against inflation, rather than 
in additioruil capacity or sew 
technoli^'. 

Inflation also retards the 
emergence of a mass con- 
sumer market because most 

'Turks; live on low incomes 
which are constantly being 
erodtKl by rising prices. 

Companies have reacted 
with aggressive diverstfico- 
tion. Metiu Kcevit. managing 
director of Anadolu EndOs- 
tri. a family-owned congtom- 

crate, says “the economy is 
very unstable. We hove to ^ 
spread risks by investing in 
different sectors." Anadohi 
controls three quarters of 
the *rurkish boor market, 
distributes (foca-Cfola. makes . 
cars and motorcycles in a 
joint venture with Japan's 
Honda, owns n bank and 
sells Faber Casteii pencils. 

The banking industrj' is 
particularly i*ulnerabie tu 
inflation and high interest 
rates because they prevent 
assets from growing. Many ■ J 
banks - and manufacturing ' 

companies - have become 
heavilv reliant on profits \ 

from treasury bills, which ! 

yield about 25-30 per c«it in 
re.*!! terms a year. Some 
large banks have even ; 

neglected lending to private .] 

customers and allowed costs i 

to escafote. ^ W 

Analysts warn that** 
weaker bonks could suffer if ] 

interest rates ood inflation j 

continue to fall. These are 
chazges that few would Iml 
against Garanii Bonkasi. one ! 
of Turkey’s largest and most 
proflcable h-uiks. 

Tfirkiye Garanti s.’iys pri- 
%'ate sector customers 
already account for half its 
assets while government 
securities account for about 
one fifth of the balance 
sheet. The remainder is in 
liquid assets. Howm’er, bank 
analysts worry that Garanti. 
like many other banks, is 
relying too heavily on 
aggressive but risky flaan- 
cial operations. 

Akin Ongbr. Garantl's^ * 
president, says; "We have^ * 
been investing in corporate 
relationships for a long time 
and know it will take 4-5 
years for a new hank to 
establish a corporate rela- 
tionship." Other banks hav'e 
set off down the same path: 
few' are as prepared as Gar 
anti for the day the end of 
the treosuiy bill bonaruit. 
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GUNES TANER* by John Barham 


Cautious road to reform 


Far from causing 
any pain he has 
firmly kept his 
foot on the 
accelerator 


People, can correspond. 


Whv not baiiks? 


course bci’iks can c<jrroipi'nKt rC'O. hut siamc 

do it better than other'. If yciu want cite Hulu 
corrcspondein in Turke\-, we '•up'ccf.t u'lu the (.me 
v.'hich Thomiou Bankwatch rated higiiest .mion" 
all onicrsing markx-t hanks. The Turkish hank 
vdrov; hisii regard m the mternanonal hnancial 
coinnntmry ucncr.ited !sP3(l nnlhoii worth of- 
fmandns in lPy7. llte bank tli-ai h.ts cuinpletoJ 
bCV'cral a'Sct-b.K'ked ‘-•ccunnzation programmes 


with maturities of 5-” ye-ars. The Wank that was 
seiecled as the "Best i>ank,-in Icirkcy” b}' 
Huromonen' for 3 cjansrcurircycars. 

Then aizain. vvhd^uldi>c .a bciier choice ihan a 
bank that baudlcsTr^T ol TmkeyW exports aaJ 
“'to of Turkc\'’5 iTTipons.' .-I bank wliose foreign 
ciuTCQCv bosincss iroluf^ tot.vlied S20 billion in 
the first o months ot 19'^.*. In short, rhebank v. ith 
•''loba! Standards and local.strcngch; Gaianrt Bank-. 


GARANTI 


Ft T /itnbeT mfamuTwit phase OMUad Mr. Ergim Oien. Bxeenmv V ice Ftesideta. 
ai BSyukdere r Moitak S0h7V IsunbuirTurkey TvL Fjs; 12l 28f-t040 Tf/ex: jraJ J ps/i-tr i>tlp;Huitv.iurMtibjik.<wn.tr 


"Turkey is finally on the 
right track." says Gfme$ 
Taner, Turkey's cigar- 
chomping treasury minister . 
This, he adds, has been 
achieved "after suffering 
years of hi^ inflation anri 
making scant prepress in 
econoDuc reform". 

"Inflation increased when 
we took over, and people 
naturally blamed us instead 
of the conditions we inher- 
ited from the previous gov- 
ernmenL" The aim is to cre- 
ate stability and lower 
inflation substantially 
which, he says, will boost 
the government’s credibility 
in the coming elections. 

Nevertheless opposition to 
new tax rules and social 
security reform has been 
particularly intense. But, 
says Mr Taner, they hope 
the people will understemd 
their taxes “should be put to 
good use and not used to 
dish out payments to a large 
number of delinquent social 
security claimants". 

Although Turkey Is a 
youx^ country popuM poli- 
ticians have bankrupted its 
state-run retirement system 
by reducing reUranent ages 
to 43 for men and 38 for 
women. Soda] security now 
accounts for one-third of the 
govemmenfS budget defidt 
which It partly finanep-q 
thnmgh inflation. The gov- 
ernment is struggling I 
a^inst strong qppositimi to i 
raise retirement ages to \ 
for men and 50 ftv womm 
over a five-year transition 
period. 

Ihe US-educated Air Taner 
has a hanktrig background - 
he worked for Citibank as a 
senior managw for 11 yeara 
- and became prominent in 
national politics durii^ the 
transition period frmn mili- 
tary to civilian rule in thp 
198QS, when he was one of 
the 37 founder-members of 
the Motherland party. He 
was close to Tmgut the 
reforming prime minister, 
and served as economy min- 
ister until Motherland lost 
power in 1991. 

However, cynics doubt 


that the government will 
risk angering voters with 
unpopular reforms so close 
to the elections. 

Mr Taner recognises that 
while support for the Islamic 
opposition remains steady, 
"political and economic sta- 
bility have been established 
and there is no longer any 
talk about out a fundamen- 
talist threat". Political com- 
mentators say decades of 
economic disarray and gov- 
ernment com^ition rather 
than religious fervour are 
the driving force bdiind sup- 
port for the Islamists. . 

Opposition to tax refonn, 
which would raise revenues 
by cracklDg down on wide- 
spread tax evasion and the 
large underground economy, 
and aboUshing the tax privi- 
ties of big business has 
been equally ferocious, 
although less open. 

The government has 
lai^ly steered a cautious 
reform course because it 
lacks the strength to Impose 
harsh measures and because 
of uncertainty over the elec- 
tion date. 

Mr Taner has tried to 
lower infiatioD from 99.1 per 
cent last year to 55 per cent 
by December. Although 
bankas doubt that be will 
succeed, they expect infla- 
tion to fall sharply this year 
to 65-75 per cent from 99.1 
per cent in 1997. 

Far firom causing any pain, 
he has kept his foot firmly 
On the accelerator, maintain- 
ing growth at about &8 per ' 


cent, instead of the govern- 
ment's forecast of 3 per cent. 
The economy grew 8 per 
cent last year. 

Privatisation, blocked for 
years, may even become a 
vote-winner. The left 
opposed privatisation, argu- 
ing it would benefit the rich, 
corrupt politicians and for- 
eigners. The right did not 
want to tamper with a rich 
source of patronage or a sys- 
tem that supplied private 
companies with low-priced 
inputs. 

Now. the government 
could raise 39bn-$i2bn in pri- 
vatisation revenues this 
year, most of which it wil] 
used to retire part of the 
treasury's high-yielding 
domestic debt. This should 
cut interest rates, ease the 
bu(^t deficit and help drive 
down infla» 1 pin 

Contrary to the fears 
expressed last year, Turkey 
had no trouble servicing its 
foreign and domestic debts 
of about SiOObn. Mr Thuer 


says "the e.xpectations were 
that Turkey could not refin- 
ance its debts and could 
borrow from international 
markets. In fact wc were 
able to do that and bring 
costs [of local funds] don-n 
from 130 per cent to 91 per 
cent a year." 

Although international 
banks with mandates to 
raise syndicated loans for 
the treasury have hod trou- 
ble selling generously-priced 
Turkish loans. Mr Taner 
says the treasury has 
already nearly completed its 
borrowing programme for 
1998. It had borrowed $2.6bn 
by early June, against a 1998 
target of 93bn-$4bn. 

^ Taner is indignant at 
criticism of Turkey’s perfor--^. ^ 
tuance: “Turkey is one of the™ 
developing markets that 
rame out of the [Asian cri- 
sis] with mmlTniwn 
*1116 government has pushed 
ahead with reform "without 
any financial package, with- 
out help from anywhere.” 
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Research, sales & trading: 

We AIM TO BE 
THE BEST IN TURKEY. 
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Yilmaz throws election dice 


The prime 
minister hopes to 
push throu^ 
reforms to boost 
his poll chances 

Bifesut YiTmag. the Turkic 
prime minister, took a gam- 
ble in ea^ June. He 
announced be would step 
down at the end of this year 
and band over power to a 
caretaker government that 
would pave the way for early 
eleetiaDs next spring, in twg 
way be 2 dms to secure 

another siz mfwit'he {q <^oe 

for bis govemment 

He tentativdy hopes tvuri- 
this win ^ve him timo tO 
push through economic 
reforms and inm^ase his 
conservative Motherland 
Party’s ehanc«a at the early 
polls, scheduled for next 
April 

In the capricious world of 
Tmkish politics. Mr Ylhiiaz’s 
move is a tieky one. 

Ftr his ^an to work, Mr 
Ylhnaa will have to be given 
approval for early elections 
and economic reforms from 
a parliament in which bis 
government lacks a major- 
1^. He will also have to take 
action on the military's 
demands for l^islation to 
curb religious radicalism; 
legislation that some law- 
makers in his own party 
oppose. 

It is a tall <xder. But the 
prime minister had little 
choice after Deniz Baykal, 
leader of the social demo- 
cratic Republican Peoples 
Party, which gives vital par- 
liamentary support to the 
minority coalition, threat- 
ened to abandon prime 

minister unless early elec- 
tions were announced 

With the clock now tick- 
ing, the prime says 

he must move quickly to 
mobilise the SSO-seat 
national assembly. Tax and 
social security reforms 
pitanised by his govenunent 
are necessary if he is to ben- 
efit in the elections from an 
improved economic perfor- 
mance, especially if predic- 
tions that the government’s 
success in budgetary disci- 
pline and Tnar giimUy lowmV 

ing inflation may be 
short-lived. 


Despite the prime minis* 

tar’s awwninru»fti¥iar|f arirt 

promise of a few more 
months of stability, many 
Observers see no end in aiehf 
to the poUdcal fragmenta- 
tion that has led to a series 
of weak, shorMived coali- 
tions. 

Nor does an early election 
seem to be the solution, 
acamlin g to analyate With 

opinion polls showing that 
no party will be able to mus- 
ter more than 20.per cent of 
the vote, an early ejection' 
gggffTiR to oBa no promise of 
strong govemznenL 

nirthermore, the military, . 
Which has q>earheaded a 
crackdown against Tsiamin 
radicalism over the past 
year, is unlikely to favour 
eariy ejections if the pro-Is- 
landc Virtue party - which 
includes most members of 
the now-banned Welfare 
ParW ' is predicted to do 
welL 

The staunchly secular 
armed forces leadership, 
which has identified frlamic 
radicalism as the chief 
domestic threat to secular 
nukey, has increasing 
its influeace over Turkish 
politicsL 

Pressure from the military 
bron^xt down tite prevlmis 
Welfore-Ied govemnmt last 
June, in what has become 
known as the 'soft coup’ of 
1997. The current govern- 
ment - an uneasy grouping 
of Mr vRniag*s Motherland 
Party, the social democrat 
Democratic Left Party, and 
the centrist Democratic Tur- 
key Party - is under heavy 
wessure to produce antics- 
lamic measures demanded 
by the generals. 

The government's hesita- 
tion about enacting such 1^- 
ialation reflects the cootin- 
ued electoral strength of the 
country’s religiotis conserva- 
tive community. 

Religious conservatives in 
yUmax’s own Motherland 
Party bitterly protested 
against moves, taken by the 
govenunent shortly after ft 
came to power, to reform 
education. These included 
cutting enrolment in the 
- country’s religiovis-trainii^ 
secondary schools. 

Few analysts believe the 
generals win tolerate inac- 
tion on anti-fundamentalist 


Illation for long, “Even if 
some of the [anti-lslamie] 
laws are enacted, then Mr 
Yilmaz will be in a po^on 
to tell the military he’s done 
his best.” said Sedat Elgin, 
polftical columnist with Hur- 
riyet newspaper. 

The military’s involve- 
ment in polieymakta^ in the 
crackdown on political tslam 
hag led to criticism at home 
and abroad that demooacy 
awri human rights have suf- 
fered a setback in Turkey. 
Etzropean Union offlcjals 
cited Turkey's democratic 
shorteomings and human 
rights problems in Luxem- 
bourg last Decmnber when 
Turkey was kw^ off the ElTs 
short list of candidate counr 
tries. 

Ankara froze political dia- 
logue with the EU after the 


Luxembourg meeting, ft 
refused to discuss human 
rights, its mucb-criticised 
policy toward its Kurdish 
minority, and Tizricisb-Greek 
disputes over the Aegean sea 
and Cyprus. 

AlUmu^ the ndiust £U- 
Turkey trade relationship 
remains on track, a chill in 
political relations remains, 
prompting some analysts to 
warn of possible native 
consequences fbr Turkey, in 
that it might remove the 
momentum for legislative 
and human ri^ts reforms. 

Human rights groups have 
reported a slight Improve- 
ment in Turkey’s record - 
fewer prosecutions in free- 
dom of e^nession eases, for 
example — und^ the Yilmaz 
government. The adnisier 
responsible for human 


rights, Blkmet Sami Turk, 
reports a "growi^ eon- 
sdousnesB and sma^vi^ on 
the sahJect of human i^ts 
among public administra* 
tors.” 

Human ri^fts groups say 
the growing public reqxonse 
to limits abuses has gener- 
ated political pressure for 

rhat^gp 

But substantial problems 
remain. The shooting last 
month of prominent biiman 
rl^ts leader Akin Birdal - 
suspected to be the work of a 
right-wing gang - was a 
reminder of the perils faced 
by human riEdfts advocates 
in Tnrk^. 

The recent wave cS prose- 
cutions against Islamic poli- 
ticians underlines the con- 
tinuing nw fr e ed om of 
expression. 



Keeping the flag flying: pro-seciSar Ttefcs et a rdy in Ankara 


CAPITAL mARKETS • by Vincent Boland 


A crucial market call 


The flotation of 
Turk Telekom 
could transfonn 
the Istanbul stock 
exchange 

The flotation of stateowned 
national telecommunications 
companies across Europe 
has put the continent's stock 
markets firmly on the map. 
It has attracted foreign 
investment and. perhaps 
more importantly, awaken- 
ing the domestic retail mar- 
ket to the benefits of stock 
maiket investment. 

Could the same be about 
to hiq)pen in Turkey? TTie 
government has said It 
wants to privatise TQrk Tele- 
kom, the domestic monop- 
oly. in the next year, and 
earlier this month it 
appi^ted MerriU Lynch and 
Rothschild to h^p ft do so. 

in the first pha«a». sched- 
uled for later in 1998. a stake 
of 20 per cent would be sold 
to a strategic partner. In the 
second phase, which would 
take place perhaps in the 
first quarter of nest year, 
another stake, peiiuqxs up to 
15 per cent, would be floated 
on the domestic and Interoa- 


tional maikets. 

If the government suc- 
ceeds in its then riaima 
by investment bankers that 
Turkey is next in Une to 
experience the privatisation 
boom witneteed in sonthem 
Europe would be bmne out 
But it is a big if , not least 
because a genaal election is 
due early in 1999 which 
could easily throw the whole 
project OS' coarse. 

It is an exciting prospect 
but whether it is realistic 
remains to be seen. 

If TOrk Telekom, which 
could be worth up to fllSbn. 
were to be float^ success- 
fully. ft would transform the 
Istanbul stock exchange, 
adding some 20 per cezft to 
the market's current free 
float and becoming the laig^ 
est listed coau»ny by mai> 
ket capitelisation. 

“Ihe privatisation of Tflrk 
Telkom would Tuikey 
the same kind of boost that 
the sale of Telmex gave to 
Mexico,” says Mdimet 5kinii 
senior vice president at Ata 
Invest, an Istanbul invest- 
ment bank. ”It would 
broaden the ownership base, 
put Turkey on tiie map. and 
kick-start the market” 

But he cautioDs that it is 


for too eariy to predict what 
will happen, noting that a 
lot of work remains to be 
done to get Tflrk Telekcon 
into shape for a flotation, 
and that political foctors will 
undoubtedly play a large 
part in deciding vdien or if it 
is privatised. 

The modem Istanbul stock 
exchange, set up in 1966, has 
285 listed companies with a 
market capitalisation of 
fl63bn, although the free 
float is only about 20 per 
cent of that figure. Mr Sami 
says. 

About half the free float is 
owned by foreign investors, 
but some 80 per cent of daily 
trading - averaging $500m a 
day in early May - is dmie 
by some 300JXI0 active local 
traders, while the domestic 
institutional investor base is 
stin in its iufoncy. 

That investor base was 
sufficient to absorb the gov- 
ernment’s sale earlier this 
year of a stake in TQridye 1$ 
Bankasi. a financial services 
groiq). in a $65lm transac- 
tion in May. 

The prlvatisatioii was 
structured to appeal to the 
domestic market with dis- 
counts to the institutional 
price common in such trans- 


actions in Buropeu Union 
countries. While it was a 
resound^ success in local 
terms, it might prove diffi- 
cult to emulate. 

“The easy privatisations 
are done now. and the diffi- 
cult ones are ahead. Tflrk 
Telekom is a makeorbreak 
transaction,” says Cflneyt 
Demirgflre?. assistant gen- 
eral manager at Demir 
Yatirim. an Istanbul broker. 
Selling TT will, however, be 
essential if the government 
is to achieve its target of 
S9bn-$12bn in privatisation 
revenues for 199S. 

The stock market has per- 
formed moderately so far 
this year. While it has been 
volatile of late because of 
Russia’s financial crisis, the 
market has held on to mod- 
est gains since the start of 
the year. The index is cur- 
rently around the 4,000 level, 
well above its low of 2,777 in 
early February. 

Meanwhile, the calendar of 
initial public offerings has 
never been busicar, as small 
local companies and fomily- 
controUed industrial groups 
seek (o diversify their 
sources of capital Since the 
beginning of 1996. Turkish 
companies and the state 
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have raised some $i.3bn in 
IPOs and secondary offer- 
ings. 

Hflsnfl Akhan. president 
and chief executive of K6r- 
fezbank. notes that not only 
is the domestic IPO market 
developing but companies 
are now prepared to tap 
international markets, as 
Koc Holding, the country's 
biggest ' family-controlied 
conglomerate, is about to do. 

However, the equity mar- 
ket is overshadowed by the 
domestic bond market, 
where the government is a 
huge borrower to finance its 
deficits. 

Turkey’s high interest 
rates and inflation mean 
yields on government bonds 
are hi^ - in May, the aver- 


age of the compound >ields 
of different maturities was 
94.5 per cent, lu percentage 
points lower than in April, 
according to Ata Invesu The 
goii'ernment issued @.6bu in 
domestic debt in May. and 
lewis are expected to be sim- 
ilar in June. 

Ihe government’s appetite 
for money leaves precious 
little for anyone else, ana- 
lysts comply which is one 
reason why the stock market 
has not been performii^ bet- 
ter. However, IT the Yilmaz 
administration can get its 
privatisation programme up 
and running, and stay com- 
mitted to ft until the elec- 
tion, It would help reduce 
the borrowing i^uirement 
and support equity- prices. 
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KENTBANK 


Trade Finance 


To succeed in business - 
be first, be daring, 
be different 

^<We specialise in loans to medium size 
expanding Turkish companies for 
export-import finance.^’ 

^^Success is a journey, not a destination. 

We measure our success by the quality of our 

customer relations.’’ 

**We can also measure our success through 

the quality of our Correspondent Banking 

relationships.” 


KENTBANK - a member of the Suzer Group 

The Su 2 €Jr Group is one of Turkey's largest 
conglomerates, with multi-sectOT interests. 

further information oiu 

Kentbank; Kent Securities; Kent Leasing; Kent Factoring 
Please contact: 

international division 
Tevfik Erdonmez Sok, No: 18 Esent^ie 802S0 ISTANBUL 
Td: 90-212-2743091 /Fax: 90-212-2889142 



KENTBANK 


ADDING VALUE 
ACROSS THE BOARD: 

TO SHAREHOLDERS, 
EMPLOYEES AND THE COMMUNITY. 



• Escablitlied id 1926, we’re Turkeys 
oldesc and Ui^c husioess group with 
‘a consolidated turnover of US$ 9.6 bn. 

•In 1997, OUT iDcome before tax. moneun’ 
adjustment and tuinoriiy inteiesr exceeded 
USSIbn. 


• Ufr're one ofTiirkers laigest cotpoiate • Thtough our dHOidanons, u-c also operate { 
tax payers. sdtoob and hospitals, and utin genrtva'. | 

scholarships to bright siudrnts with | 

i 

limited mrank. ! 


• Itof Group foundations and family 
eonenfaute to the communiq-; promoting 
healthcare, preerving culruni heritage • We omi 3 of Turhe\-'s top lOmmr treallcd 


and protecting the m v ir on m em. 


' btands. 



A part of Turkish life, j 


AUTOMOTIVE * DOMESTIC ArVLIAMCCS « SIKANCIAl SBIVICES •‘atlAlLINC A FOOD • aMERI.T ' 
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4 TURKEY 


MOTOR INDUSTRY * by Vincent Boland and John Barham 


Contest on a crowded track 


As domestic 
competition hots 
up local car 
risers are 
turning to exports 


Turkey’s great and good 
were out in farce eariier dUs 
month at a jittering party 
to celebrate, of all things, 
the launch of a new car. 

In the atiitably operatic 
setting of the garden of a 
ruined mansion on the 
banks of the Bosphorus, the 
new Fiat Patio made its 
Turiosh debut to the aocom- 

jianimafU of angplc aCTO* 

bats, courtesy of an Italian 
troupe. 

A little dirise in^lratkni 
mi^t be appropriate if the 
ear > Fiat's new PaUo - is to 
fulfil the hopes of its domes- 
tic producers in Turkey's 
fiercely competitive passen- 
ger car mar^ 

Fiat and Roc Holding, the 
family-controlled Turkish 
conglomerate, will make the 
Palio, fbr domestic consump- 
tion and fbr export mainly to 
neighbouring markets, at 
their Jointly-owned manufao- 
turittg plant in Biusa, south 
of Istanbul. 

For Koc and perhaps also 
for Fiat, the investment at 
Burza is an attempt to 
return Tofl^ their k^-es- 
tablisbed j'oint venture, to its 
pre-eminent position in the 
*rurkisb maikeL 

Thou^ it is still the big- 
gest domestic car maker, it 
has seen profits slowly 
shrink as competltioa from 
imported models, and delays 
in upgrading its range of 
cars, saw Turku's car buy- 
ers turn elsewhere for 
greater choice. 

“Margins in the passenger 
car market are under very 
strong pressure from 
imports, and Tcdh$ in partic- 
ular has been caugbt in a 
weak position. We have been 
producing too many Twodrfg 
without economies of scale,'* 
says Tftmel Atay, chief oper- 
ating officer at Sop Heading. 
*?4ow we are concentrating 
production on one single 
modeL" 

A ^afioe at Sop HbMiiig^ 
figures shows bow tight mar- 
gins ate in the car market 
The automotive sector 


accoonted for about one 
third of total revenues at 
K09 Holding last year ~ the 
enmpainy also has jolst Ven- 
tures with Ford, Iveco and 
New Holland ~ and same 30 
per cot of group profits. 

But while the car unit 
accounted fbr 37 par cent bf 
revenues, it contributed only 
3 par cent of profits In 1997, 
acoordiog to figures supplied 
by Kop. 

bfr Atay says coucenttat- 
ing production capacity on 
the Palio should to an 
fanprovemmit. 

“The Paho’s advantage in 
terms of economies of scale 
will definitely bring revfr 
hues mid unfits to a better 
level,” he says, thou^ he 
decliaes to give finecasts. 

One reason why Turkey is 
such a too^ market for ear 
makers, observes Jacques 
ChaUVet, twanag in p diiectOT 
of Oyak-Renault, another big 
domestic producer, is 
because total production 
capacity In the country is 

750.000 vehicles a year, but 
the internal market can 
absorb only about 400,000 
annually, of whi^ about 
third are imparted modds. 

Of that canaiotv. Eoc has 
the ability to make 350JXI0 
vehicles a year ^««»hi<Wng tts 
Otosan joint venture with 
Ford) and has a total market 
share of 32 ptf cent 

Oyak-Renault produces 

160.000 and captures 27 pm* 
cent of the maritet, and 
other manufacturers make 
up the rest 

Althou^ anyone who has 
e!q)erimiced an Istanbul traf- 
fic Jam will scarcely credit It 
only SS Turkish people in 

1.000 own a car, coEqjared 
with a Bnropean Union aver- 
age of more than 400 out of 
1 , 000 . 

Excess production is there- 
fore forc^ domestic manu- 
facturers to place an 
Increased emphasis on 
eatport maikets. 

Flat and Kop plan to use 
file Burza plant as a base to 
exporting the Paho to 8iii> 
rmindlng countries. Oyak- 
Renault will do the same 
from fiiis year and win make 
a new versicn of the Renault 
Mdgane station wagon for 
eaqiort globally. 

“Either you rely on the 
domestic mariset and (gierate 


at SO per cent of capacity, or 
you export,” says Mr C^u- 
vet 

Competition grew more 
i yrfoTiea whtm Tmkey’s eufr 
toms agreement with the EU 
came into ' force in 1696, 
allowing Eonpemi manufiic- 
turers to i npo rt ears in to 
file oonirtry without paying 
duty. 

Now, seme 87 ear compa- 
nies are operating in this 
crowded envfrtmment with 
uiqxnted models winidng a 
growing fitaie file dmnes- 
tlc market ■ 

None have foit the compe- 
Ufion like Tofop and Oyak- 
Renault both long-estab- 
lished prOdnOtXS awe, Writil 
the custmna union, “a vir- 
tual duopoly." says Metin 
Ecevit iviaHflgteg director of 


AnadoJu Endusiri Holding, 
which has a manufoctuiing 
Joizit vexrtnre with Honda of 
Japan. 

Now they are being forced 
to compete, it is no wonder 
profits and revenues are 
down, be says. 

An^lU'Honda makes the 
4-door Civic in lUzkey and 
imports other Honda 
from file CE and Japan. 
Aside fnm Tofap and Oyak- 
Renaub, the main com^- 
tion comes from Toyota. 
Volkswagen, Honda. Opel 
and I^undal, and they are 
all intent <m expanding. 

Mr Ecevit says Anadolu- 
Honda plans to e^And pro- 
duction of Honda models to 
NUXX) a year by 2000, and is 
locdclng to break-even this 
year with sales of 19,000. 


Analysts say the competi- 
tioo has been ovsdue and 
bentfciaL forcing Tofap, in 
pvticular, to update its 
product range and offer 
^n maisiog i y dlscsfiiing cus- 
tomers a wider choice. 

It has also forced manofao- 
turers to focus on cutting 
costs to increase margins 
an ^ane of growing impor- 
tance as ' producers ttzm 
their attention to export 
markets. 

“We are trying to incrose 
production and cut costs at 
the same pace as [id tonault 
plants] in France and 
Spain.” Mr Chauvet says. 

“The price of the car com- 
ing to Europe from Turkey 
must not be fairer th.m the 
price of the car coming from 
those piants.” 
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PROFILE 


Bayer 


A consummate salesman 


Privaiisalioo meiutt 
Sm 


y.- 

m'" 


Ugnr Bayar, the 33-year (dd 
headof Tmkey's 
Frivatlsatioa 
Administration fPA), was 
only half-J(ddng whmx be 
said tbe government bad to 
drag him to Ankara “at 
gmqxdnt” last August to 
revive tbe country's 
privatisation pn^zamme. 

Running one of the 
world's least successful 

fmgraimnpg 

har^ seemed to hold mudi 
future for an ambitious 
young financier. To the 
stupriae of many who 
doubted that a weak, 
ideologically-divided 
government could mve Mr 
Bayar the political simiport 
he needed, his tenure at the 
PA has proved a snocesa. 

Ifr BiWar says he expects 
toiaise$L8bain 
I privatisation revenues in 
I the first half and a forfiier 
: $2.7abn.fai the seoood half of 
I fills year. 

If he meets this target - 
whidt exclu^ revemies 
from the sale (tf power 
artnHwi* and the 

tBl Artrmmmnit-BtfnTm 

network - he will have 





One of the most ^ ’ 

authors of his time' jiifes VeTne 
harboured a grand dreaiti, 
that of travelling to the moon. 

5 "o of the 1.446,675 USD 
collected in Europe alone to 
help th.Tt dream come true, 
was channelled through 
Osinanli Rankasi. Osmanh 
Bankasi is always happy ^ 

to be a part of projects and 
developments towards 
shaping the future. ^ ' 
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raised more in one year 
than the ISiQbn previous 
administratioDs ^ve raised 
since 1965. After about ^ 
tnaattia preparation, he 
pushed thrmi^ Tuilcey’s 
largest sell-off to date, 
selling the government's 
12.3 per cent stake tn 
Tflrkiye 1$ Bankasi for 
665110. 

Mr Bayar says this deal 
“put Turkey back on tbe 
privatisation map. Tbe 
domestic offoing was three 
times oversubscribed. The 
mere fact that we delivered 
has been reeegnised. I am 
not going to be modest 
about it 

“Now, if we can deliver 
Petrol Ofisi AS (Poas) the 
effects will be tremendous. 
Everyone is waiting to see 
bow we are going to do this 
time.” Before the end of 
June he plans to sell a 5i 
per cent stake in Poas. a 
govenunent-owned dtain of 
petrol stations fiuit is listed 
on the Istanbul Stock 
Exchange and had a maiket 

tru ptfalwaiHrtn In Bfoy Of 
gLTThn. 

Then comes THY. the 


oational airline, and Turk 
Telekmn cm, the 
state-owned telephone 
company. Unlike previom 
trassKtims, &fr Bayar says 
Poas will be a “reel" 
privatisation. The 
government win cede 
conlrol tn a large and 
powerful company rather 
than minority stskes 
or off-loadi^ mwiiu 
operations. 

Bankers say fins wOl be 
the fim time a government 
wfn have to confront 
powerful publfo sector trade 
miioQS over privatisation, 
and , wfrb elections poeslb^ 
less thaw a year away, few 
eigseet Mr ^yar to prevalL 

The well-connected Mr 
Bayar, a msnber of an old 
polztii^ fomily, briefly 
served as acting heed of tbe 
FA in Before that he 
was vjce-diainnan to three 
years, until 1995, of the PA*8 
pzedeeessctt'. the Pnbhe 
Participation Agency. Is 
between 2 m did stints as a 
stockbroker, bosmess 
consultant^ oewspa^ 
columnist. Before awtarin g 
public service he wtrked for 


Citibank after graduating 
from Mew York State 
Univmsity. 

He says one of lus main 
jobs is to educate the pnhlie 
and his political znasteis 
about privatisation. Until 
recently the p^hc generally 
opposed privatisation, 
suspecting politicians and 
bnsinese Interests of 
pltmdering tbe nation’s 
wealfiL 

Many politicians opposed 
]^Tvatiaatiou because it 
would strip them of a prime 
source of patronage, an 
lubricant for file 
political systmn. He says 
cabinet ministers who onne 
defended state enterprises 
now understand the need 
for change and have become 
key supp o r te rs. The same 
aimlias to the public: 
Previous governments foiled 
to exidein the benefits and 
nrrrntrify nf priTntiTiatifiin tn 
the p nbHft 

Mr Bayar mounted a 
highly effoctive advertisiag 
ram pai g n for the I9 fowik 
share oftoiog- barimd by 
the lure of discounts and 
instalment paymoits • to 
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win public support 
I5 Ranic , with 90.000 uew 
shareholders, is still trading 
at a pienuum to its offer 
price. 

Some bankers 3^ the 
approaching elections may 
frustrate tbe govanment's 
plana to push throu^ the 
sale of 20 per cent of TT to a 
core investor before the end 
of the year. 

The government intends 
to sell a frirtber 14 per cent 
in a pnblic offering to local 
and foreign investors and 
will reserve 5 per cent for 
employees and lO per cent 
for the postal service. The 
state retain 51 per cent 

Mr Bayar says he will 


--use ttiis [privatisation! as a 
sprii^fioard to get greater 
acceptance by the people, 
and with tiiis create the 
courage to win support tor ‘ 
more socially and 
financially problematic 
Issues.” Reforming the 
deficit-ridden social security 
system, one of the biggest 
drains on the pubUe 
fSn.-inri»«. is OUe Stutil iSSUC. 

He avoids being drawn <m 
his next career move but, if 
he is not careful, a foture 
government may once again 
hold “a gun to his head” and 
order to sort out the 
soda] security systmn. 


*: - 

- ykf- 
‘■a . 


■ur Ms 


John Bariiam 


Wj 

led in the; 


That iVMtia tMt a»t Ixm TtffjunJ MMir tbt Saaritia Aatf he United 

■Statcmiaaa*Ti^tMawraa^k^exai^itiifmtrtgistntima»JaAt^tMhimAi,tifl933,inLiMJimsRitk 

144A tbemaJer. That jeorutfr Anv Un pm-iaul} uLi TUi Miaaamamat i^ptan as a tutter af rtcanl atly 


May. 199S 


.’■-’t-ai# ^ 


US. $651,017,182 






I^BANK 




Tiirkiye i§ Bankasi A.§. 

(JacvrponUeJhfheRepMbiici^f/rkeyi 


■■'if' ***afct 




Glob^ Offering of 

155,724,562 Class C Shares in the form of 
Class C Shares and Global Depositary Receipts 




Sold on behaif of 

Republic ofTurkey, Prime Ministry, Privatisation Adminiscracioo 




Price TL26,000 per quoted unit of a Class C Share or US. $ 10.45 per GDR 
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Jaiat GlaAai Ctordiaatm 

Salomon Smith Barney International Tiirkiye Sinai Kalkmma Bankasi A.§. 
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95,672,062 Class C Shares in the form of 
Class C Shares and Global Depositary Receipts 




Credic Sui^ Firsr Bosroa 


SBC Warburg DiUoo Read 


Salomon Smith Barney International 

MSBC invesemenc Banking 

Tfirkiye Sinai Kalkinina Bankasi A.§. 




BT Alex. Brown luceruactoual 


Nikko Europe Pk 


Paribas 


J.P. Morgan Securicies Ltd. 
Santander luvescmenc 
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62,052,500 Class C Shares 

TbexSmuts have been offered in Tnrktu h tbe undersigned. 

Turkiye Sinai Kalkinma Bankasi A.§. 
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THE ARTS 


EXHIBITIOHS IW LOH DOH PAUU REGO AND PETER DOIG 

Memories weli mixed 


in the imagination 


Wilfiam Packer 

looks at the work of 
two narrative artists 

Two or London’s pablic 
galleries ars currently bold- 
ing ejchibitlons that demon- 
strate differences between 
tbe generations in the prac- 
tice of representational 
painting. 

Both artists are to some 
extent expatriate and 
Ettglisb by. adoption, adUcb 
^ves to their work a distinc- 
tive flavour - the one work- 
ing with the figure cm an 
ambitious scale, the other 
with landscape, and no less 
ambitious. And both, draw- 
ix^ upon ioi^-Tememhered 
experience, are narrative 
painters of sorts, that once 
dismis^e descriptive, redo- 
lent of sentimental genre 
and illustration, and quite 
inlmteal to any active gl«»n> 
to serious modernist credenr 
tials. How Interesting it is, 
and one the unlooked-for 
bei^ts of avant-garde con- 
ceptualism, that in paiwrtr^g 
it is once more acceptable to 
tell, or at least infer, a story. 

Paula R^, now in her 
early 60s, is Portuguese by 
birth, Rn giish by marriage 
and adoption. She was bom 
and grew up in Lisbon, com- 
ing to London in 1952 to 
study at the Slade, where 
she met and married a IbUow 
student, the late Victor ladl- 
ing, also a painter. 

Their life together was 
spent quite as much in Por- 
tugal as Rngiawd, and, in its 
material at least, her art has 
imnained to this day steeps 
in the mtperiences and recol- 
lections, no less real for 
being imaged, of vdmt was 
for her a restrictive, claus- 
trophobic. haut-boorgeois 
and deeply Catholic upfaiiog- 
Ing In Portugal, an only 
child turned in on herself 
but still free in her imagina- 


uon, ner rmnci fou of half- 
beard family gossip, reli- 
gious do^, fairy tales. 

Ilus latest body d woris. 
' now on show at Dulwich, is 
again franght with this 
self-absorption, either 
directly in the si^e figures 
- a kneeling, praying 
self-poitrsUt in a faU. env^ 
oping Victorian dress: a girl 
leaning out d a blank win- 
dow in generously broad 
back-view, and gazing so 
longingly at who-knows- 
what - n in the more com- 
plex tableaux and figure 
compositions, so full of 
repressed or ambiguous sex- 


large sheets of paper 
SLOunted on aluminiuin. 

this waTinm, whjCh 
Rego has long favoured, is Of 
particular significance, for 
the actual drawing in the 
paint, the forceftiZ, tnsisteat 
modelling of form 
through the cumulative busi- 
ness of laying oo the la- 
ment, strokes by stroke, 
-could hardly be more evi- 
dent and is wl^t gives the 
work its pecuhar force. And 

h«>hine iT'gte famra vdiat- 

ever the quality of subse- 
quent isventiOB, liea a coo- 
vietion in what has actnally 
been observed and ahsoibed. 


There is no contemporary painter so 
rich with silk and taffeta, cambric 
drawers and pinafores, buttons and 
leather boots than Rego 


ual Innuendo - the sighs, 
the rustles, the sideloz^ 
glances, the oppressh^ fid- 
gety silence. There is no con- 
temporary painter so rich 
with nlk and taffeta, cam- 
bric drawers and pinafores, 
buttons, leather boots. 

'rile principal group of 
painting is entirely charac- 
teristic in mood and sulgeet, 
indeed could almost be tbe 
definitive taece. set as 
H is on the story by Eea de 
Queiros of “The Sin of 
Ebtiier Amaro** and a young 
girl's love for a priest It is 
tbe eternal fable, here the 
cynical cleric, now lionised 
and indulg^ in the company 
of women, now alone, guilt- 
ridden pathetic in bis 
cell: and here are the 
wom^ no less knowing and 
exploitative in their way. 

It is heady sto^ but no 
less beady is the wmfk in its 
phyrical presence as paint- 
ing - for it is painting, 
thoi^ done In pastel on 


It eonld not be done vrithoul 
long hours bel^ the model, 
looking and dr a w in g. 

What Peter Doig*s lar^ 
landscapes now at White- 
chapel teU us Is that he 
would clearly do anything 
rather than work directly 
from tbe modeL Whetto he 
is Incapable of doing so. or 
rather chooses not to. the 
tnith perhaps is only ti^t. at 
39, bora in Scotland. 
broT^t-up in Canada and 
trained in Ei^land, he is of a 
generation that was per- 
soaded it was simply not 
necessary to be able to do so. 

His remembered snow- 
fields, lakes and forests are 
fhrw; derived frcKU secondary 
references and sources - 
films, photographs, new^- 
pens, post-cards - and in 
having to aco^ the particu- 
lar imagery at its fisce value, 
with neither residual know- 
ledge of what the photo- 
graph Itself iiii|d>t have 
mechapically left out, nor 


any suspidcc of what it has 
put in. he regularly exposes 
his deficiency. 'Hie slder 
remains a crude cipher lifted 
from a snapshot. Boots 
rdleeted in a pod are empty 
silhouettes, complexities 
of cdoar and texture to be 
found in undergrowth, or 
along tbe margin of a wood, 
pJHM not iTTiF PTnarifwd bUt UB- 
noticed. 

And yet, whfle it may be a 
somewhat ba^-handed com- 
pliment, It is these very lixni- 
tatloas and inadequacies 
that mve his work Ite pecu- 
liar quality, znaktog ft if any- 
thing more interesting 
ever. For if we forget tbe 
obligations of actual obser- 
vatimi and description, what 
we find is a kind ol land- 
scape panning that may be 
justified in its abstract quali- 
ties alone - of line and col- 
our. uxmh surface. 

If it is a tr utem modeni 
critiedsm. that all abstract 
painting may be seen as a 
irtnd ol landscape, we have 
only to look ti) Turner to see 
that the reverse may be no 
less true, and in Doig we 
have an artist of oddly sym- 
pathetic abstract qualities - 
tbe frootai jsa^tatiem and 
habitually horizontal-verti- 
cal or^nisation of the 
image, a various and livdy 
worldly of tim surface, a del- 
icate touch and cartful judg- 
ment of tone and colour. As 
for his landscape as land- 
scape, it is a bonus or not as 
the ease may be. take it or 
leave it 

Paula Rage: DdIwIcIi Pleturs 
Gatoy, Codaga ftod, Lnedoa 
SE21 laifi 26; supporM 
by tbe Caloasta enlbenkian 
Fouadstloa. Peter Doig WhIfe- 
cbapel M Gaiety, Wbltechapei 
Mgli Streep LnidQo Et enU 
Aaprt ifi; tpaiso ied iqr be 
Canadian Kigb Connission, 
wMt AWer, Aakett AasedatBs, 
sid Bowbib' d Kirtdnd. 
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M THE ALDEBURGH FESTIVAL A_PREM1ERE AN^ A VIRT UOSO PERFORMANCE 

The playful ‘Wanderer’ 
tuned in to the occasion 


Ihey are changing the guanl at 
the Aldebu^ Festival After a 
decade of watching over 
England’s most important and 
precious music Ihstival, Oliver 
Knussen and Steuait Bedford ace 
handiTig over the artistic direc- 
torship next year to a new young 
guardian, tbe oompoeer Thomas 
Adis. 

He is being entrusted with a 
hiestival which continues to sur- 
vive against the odds - but how 
one wishes it could do more. So 
long as tbe budget gets smaller, 
tbe festival's ambitions simply 
have to to fit. Just one 

fiiDy-etaged professional produo- 
ti<m of an opera per year (one of 
Britten's or a new opera by a 
living composer) would make a 
big difference in terms of profile, 
but more often than not the 
mon^ only stretches to concert 
3 )erf 0 nnanoes or student produc- 
tions these days. 

What is left is a carefully- 
balanced programme of smaller 
events, keying the focus on 30fti- 
century music, but not so 
avant-garde that Aldebm^'s pre 
grey-haired aodience 


(a worry in itself) will defecL 
This year’s composer-in-xesidcsice 
fitted tbe bill perfectly. Tbe 
American Peter Liebenxm, a very 
yoong-lobking fifty-something, 
writes well crafted music that 
has the easy assurance of an 
established eonqiafier in his mid- 
dle years. 

Saturday evening’s concert 


included one of the main onbr- 
ings of this yeeris festival: the 
premiere of Us Fne and Easy 
Wanderer, a Ifiminute score fhr 
BitMii orchestra eommissjoDed by 
the Aldebui^ Foundation and 
the London Sinfottietta. Like 
other new pieces of this sue and 
range, this bright and playful 
work did all the right things, 
deriving coherence from a ain^e 
chori and a rhyttun, satistying 
intellectual cariosity with its 
clarity of thought. Init without 


ever crossing the boundary to 
become soznetfaii% more sobstazi- 
tiaT 

StiH it was the sort of evening 
Aldeburgh does well. Oliver 
Exmasen. here in the rete cf con- 
dxictor, allowed x» to bear the 
new piece twice straight oS, so it 
has alr»dy has bad tiie secesd 
pBfbrmanee so imuih new music 


score. Wind Messeoffers tor wind 
ensexnble, added to tim portrait of 
a dear-tfahiking cumposer with a 
good ear fer tustruznental smuxl- 
ties. London Sinfonietta pro- 
duced some piedsian playing In 
Berg's Cbamber Concerto end 
gniiaagi also opBUd tbe concert 
with ap&eoe of his own. tbe five- 
minute Chursfop ^tim 1979. 

Having a composer-performer 
at its head can be a double 
advantage for the festival Alde- 


bur^ has already called in one 
favour from Thomas Adds and he 
is not ervei fn post yet When 
Saturday morning's recitalist 
witippIIpH, Ades stuped into tbe 
breach as solo pianist with a pro- 
grenune that combined some 
deeply-felt playing of JanaCek 
with his own TVzzoed Ooeriiead. a 
whirlwind sln^e-movement piece 
written two years ago. There is 
something touching abovd a com-:.’ 
poser who can play othtf men's 
music from memory, but needs 
tbe score for his own. Btrt one 
look at the complexities of tbe 
Adta in its written form showed 
why. The scaddisg clouds of 
seniquaveis that give tbe muric . 
ite h^viduality were not just 
sleight tf hand. This is vlrtuoeo 
piano writing for a new genera- > 
duo. 

Both these events attracted . 
decent audiences and Friday ^ 
evening's vocal recital - JanS- ' 
dak's Tfir Dtorg of One wfio Di&- \ 
appeared and Shostakovich’s | 
From Jewi^ Folk Poetry, featur- 
ing- tbe tenor Adrian Thompson .! 
in good form in both, in the com- 
pany of various other singers emd 
exemplary pianist Roger Vignoles 
- was almost a sell-ouL Can Ades 
revi v e the festival's great days? 
That wiD depend on bis prowess 
not as composer or as perfrniser, 
but in tbe more mundaixe role of 
fozid-rBlser. 

Richard Faknian 


Comedy 
strikes a 

THWTRE 

H HIMIWG 

Sci^^ Ike Phsnter 
PaiaBelMi»e,WalfDrt 


As the recent revival of 
CP. Taylor's work reminded us, 
here was a playwright with an 
enviable ability to coinbine 
weighty themes with comedy. 
SchippeL The Pbonber is a pleas- 
ing example. A satire on snob- 
bery and dass-coDScioasaess is 
im^al Germany, it is set in and 
around tbe home of Hickeftier. a 
wealthy goldsmith, in a stufty 
provinc^ towiL 

Hicketi^ is a member of a 
male quartet which has won the 
trophy at tbe Festival of Song 
thxW years ruxming and looks set 
to win it again ' until that is, it 
is reduced to a trio by tbe 
untimely death of tbe tenor, a 
rortnigbt before tbe competllioa. 
A replacement is available in tbe 
shape of Schlppel, who has an 
angelic voice, but also happens to 
be a plumber of uncertain pater- 
nity. 

HIcketier, bourgeois down to 
his cufflixiks. is sent into an 


rhe American Peter Lieberson writes well 
crafted music that has the easy assurance 
an estabfished composer 


craves. Another short lieberson 
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AMSTERDAM 

EXHIBITION 
StedeKjk Museum 

Tel: 31’2ChS732911 
www.sted^f-nl 

Waves Breaking on the Shore.. Aa 
k Dekkeia In His "nme! works by the 
Dutch atedracl artist dtepl^fed 
aioi^sWe works by contempoiartes 
including Dibbets. Struyeken and 
Andre; to Aug 23 


OPERA 

flethertands Opera, Htf 

MuzMctheater 

Tet 31-2(hS51 S911 


Siegfried: by Wagner- ^ 

production conducted by Harirnut 


Audi; Jun 25 


BERLIN 



CONCERTS 

KonBerthaus 


f9-30«03090 
r and Orchestra of 
nnesidrche SeWartensee : 
luemd by St^jhan Wolfdletrleh 
lydn’s "Die Schbpfong" 
irlo. Wtth soprano Lisa Rave, 

• Jan Kotow and bass JOrg 


Schneider; Jun 25 

OPERA 

Oeutedre Oper 
Tet a9-a0-34384-0f 

• La Gfoconda: by PoncMeiS. 
Revival conducted by Marcello 
VIotti In a stagfog by FBIppo 
Saniust: Jun 24, 27 

• Manom by Massenet New 

production c^ucted by JiFi Kout 
In a sta^ng by Cesare Ueve. With 
sets by Mat^urtta PaN and 
coetiimes by Lufgl Perego; 

Jun 23, 26 

• Werthen by Goedha Cfxicert 
performance conducted by Alain 
Quingal; Jun 25, 28 


BOLOGNA 

OPERA 

Teatro Comw nal e 

Tet S9S1-S29 299 

wiw.riefftmfl/to/teflfrto^ 

Don Giovanni: by Mtsart New 
production conducted by Owiiele 
Qat ri In a staging by Giarftanco de 
Bosk), with designs by Pasquale 
Gross!; Jun 23, 24, 26 


BRUSSELS 

OPERA 

LaMonnaie 

Tet 32-2-229 1211 

• Don PaaqiiNe: by Donizetti. 

New production conducted by 

Philippe Jordan In a staging by 
Frangoie de Carpentries on the 
{junatheeter sta^ Jim 23, 24 

• The Turn of the Screw: by 
Brittea New production conducted 
by Antonio Pappano In a staging 
by Keith Warner, with designs by 
3 tdphane Laza/idls. Cast inefo^ 
Susan Chacott and Anthony Rwfe 


Johrson; Jw 23, 2S, 26, 28 


EDINBURGH 

EXHIBmONS 

ScotSsh Natferwl GaBery of 

Modem Art 

Tef: 44-131-624 6200 

Sacred and Rofene: Cekan Ctfvirt. 

Dbplay of 10 

^)eciaRy'CoiTvrn3Noned works of 
oonstructed photography by one of 
Scotiand's ieacOng contemporay 
artists; to tkjn 28 


GLYNDEBOURNE 

OPB1A 

Qlyndeboume Festival Opera 
Tet 44-1273-815 000 
Cos! Fan Tutte: by Mozart. New 
production by Graham Vick, 
conducted by Andrew Oevis. Cast 
includes Alan Opto and Barbara 
F^ttoU. With the London 
Phiharmonlc Ordtestra; Jun 23, 
28, 28 


LEEDS 

OPERA 
Grand Ttnolre 
Tbt 44-119-222 6222 

• Opera North; Joan of Arc, by 
VardL New jxodictioi by PhiEp 
Prowse, conducted by nchoti 
Fames with a cast h^ded by 
Susoinah GlanvBe and Arthur 
Darias; Jun 23, 2S 

• Opera North: Eugerw Onegin, 
by TchaBtovsky. New production 
by DaHa ibMmifteite, conducted 
by Steven Skxne. The cast fe (ed 
ty Afwyn Meitor and Peter 

Sevid^Jun24 


LONDON 


CONCERTS 
Royal Festival Hall 
Tet 44-171-960 4242 

• Philharmonla Orchestra: 
conducted by Christian Thietarnann’'. 
'm works by Wagner and 
Beethoven. With mezzo soprano 
Arme Sofie von Otter Jun 25 

• Phtfharmonla Orche stra; 
conducted by ChristiBn Thielemann 
in works by Schumenr) and 
Beethoven. Wtth piano soloist 
Alfred Brandel; Jun 28 

Wigmore Hal 
Tet 44-171-935 2141 

• Martii and Gyfirgy Kurteg: piano 
recital given by the composer end 
his wife, ol pieoee from Jatatok 
(Gwnes) inspired by children’s 
pl^, Jiffi 23 

• Trio Jean Paul: recltaf by the 
piam trio of %vork$ by Beethoven, 
Rjhm and Schumann; Jun 24 

• Ysa^e Quartet in chamber 
music by Beethoven, FaurP and 
Dvorak. Aecompented by Pascal 
R^; Jun 27 

OPERA 

English ffetional Opera, Lorrdon 
Cofiseum 

Tet 44-171-632 3300 

• Carmen; Dsvid Rrtoh and Joto 
Bouchard!^ direct a revival of 

Jonathan Miter's production, 
conducted by Noel Davies (Roy 
Lwghlln on Jun 26). The tide role 
Is sung by Sally Burgess; Jun 23. 

26 

G Doctor Ox’s Expertmenk new 
opera by Gavin Bryars, wHh a 
libratlo by Blake MorTfson, after 
Jules Verne. The production is 
dkected by Atom Egoyen, with 
sets by Michael Levine and 
costumes by Bandy PoweO. Cast 


(Ttcludes SorraventUTB BoRone; 
Jun 24 

• Faistaff: by VetdL Revival of 
Matthew Warchus's production, 
conducted by Paul Daniel. Donald 
Maxwell rings the title role; 

Jun 25, 27 


NEW YORK 

EXHIBmON 
Guggenheim Museum 
Tet 1-212-4233500 
www.gugge/^ieimxirg 
Vilhelm Hammershoi (1864-191Q: 
Danish Painter of Softie arwi 
Ught Retrospective seen in 
Copenhagen and Parrs last year, 
comprisjng 60 works by tife 
relstively unknown contemporary of 
Munch. Indudes portraits and 
landscapes as weffas'interfpts, . 
many of which depict the rootm of 
the artist's Copenhagrit home; 
toSepT 


PARIS 

EXHlSmONB 
Musde du Louvre 
Tet 33-1-4020 5157 
wvm.louvre.fr 

• Astronomy and Astrology in the 
Iriamic World; dispiey of 
instruments developed by Arab 
astronomers between the 8th and 
15Ui centuries, shown along^ a 
selection of everyday and religious 
ol^f^ decorated Mriih astrol^cal 
designs to Sep 21 

• Bassano and His Sons: works 
by the Venetian painter Jacopo dal 
Ponte dtt Jacopo Baasano 
(1510-1592} and Ns tour sons. The 
di^jlay brings together works 
owned by the Louvre virith loans 
from other French mueeums; to 


of snobbery 
darker note 

agoQy of todedaioiL. Whlcb zs to tion is very good. Tbe cod- 
be file stiODgen bis inbred snob- romantic scenes between Ursula 


bety or bis desire for success? 
Tbe uzge.to win frhun^, and- 
Schippel is invited to jotn. but 
sioce be enmbines perfect pitch 
with plain speaking, the road to 
file coiDpetition is strewn with 

rrmfmTrinf Inna 

C.P. Taylor miscbievously- 
works bis socialist sympathies 
into tWg entertaining tale: Schip- 
ptf, knowing be bolds tbe trump 
card, warbles on about harmony 
and equality between peojde. to 
tbe wratb of Hiidxetier. There Is a 
daft sub-plot In which tbe gold- 
smifii’s sensual sister Ursula has 
an affiur with a prmce. but while 
this coDtribDtes to tbe fercical 
side of tbe play, the prince’s pro- 
to-foseist statements introduce a 
f»hiIKwp ivrfft 

It soon becomes apparent that 
tbe harmony and unity through 
music that ^hippel dreams of is 
very different from that endorsed 
by tbe prince. But tbe darker 
notes in tbe play are threaded 
nimbly through ^ comedy and 
tbe whole is spliced together with 
irresistible bursts of Schubert, 
Mendelssohn and Brahms. 

Some of Fiona Laird's produc- 


and tbe prince are nicely pitched: 
.:Anoa Farawortb oozes sexual 
frustration, while David Bark- 
Jones poses around entertain- 
ingly. Brian Shelley as Schippel 
is eajoyably bluff and exudes 
human decency. 

But some of (be staging is curi- 
-busly heavy-banded. The play 
begins at a frenetic and over- 
emphatic pitch, as if no-one 
trusted the words of the play to 
raise the laugh. This is particu- 
larly true of scenes invohing 
Hicketler and his wife, who seen 
almost to have strayed in from 
another production. Luke WU- 
- liams, in particular, is way over 
the top, playing Hicketier as a 
sort of Basil FawHy figure, writh- 
ing. exploding and screeching 
from tbe outset. Susannah Ell- 
iott-Knight as his wife, mean- 
while. squirms bizarrely in the 
manner of the television pro- 
gramme Father Ted's Abx Doyle. 
Tbere is still plenty to eiuto' in 
the production, and Jonathan 
Fensom's design is pretty nifty, 
but less fortissimo and a lighter 
touch throughout would let the 
play really sing. 


Sep 21 


SAN FRANaSCO 

CONCERTS 

Davies ^mmhofiy HaK 

Tet 1-415-864 6000 

www.8fsyrnphony.org 

Sen Frandsoo Symphony 

Orchestra: conducted by Michael 

Tilson Thomas In Mahler's - 

Symphony No. 8: Jun 24. 25, 

27,28 


TORONTO 

EXKBmON 
Royal Ontario Museum 
Tet 1-416-586 8000 
A Grarxl Design: The Art of the 
Victoria and Albert Museum. North 
American tour of selected objects 
bom tha V&A's collection. Consists 
of 250 works of art ranging from 
Leonardo da Vtod's notebooks to 
Shoes by Vivienne Westwood: to 
Sep 13 


VENICE 

EXHIBITION 
PtfHTTff Grassl 
ret 39-41-523 1680 
www.falaz z o gra s8 i .it 
Picasso: 1917-1924. Beginning 
w'rth works Inspired by his designs 
for the theatre and ballet, and the 
charactera of (he Commedta 
driTArte. this major display atoo 
pioka up the return to dass'icism 
wN^ cotocidad with Picasso’s 
first visit to Italy In 1917; to Jun 28 


VIENNA 

EXHlSmON 

Kunstfonan der Baltic Austria 


Tri; 43-7^5332956 
From Monet to picasso: display of 
120 works, starting with French 
Impressionsm ar>d PointiHism. and 
ranging through the Russian 
avant-garde and German 
Modernism to 1945; to Jun 28 


WASHINGTON 

CONCERTS 
Kennedy Center 
Tet 1-202-467 4600 
Nationai Symphony Orchestra; 
Summer Mozart Festival concert 
conducted by Christopher 
Hogwood: Concert Hall: Jun 25 


TV and radio 

• VfORLD SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 KHZ 
j463rnj 

EUROPEAN CABLE AND 
SATELUTE BUSINESS TV 

• CNN international 
Monday to Friday, GMT; 

0&30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
22JKh Wdriet Business Today 
Update 

• Bustoiess/Marlcet Reports: 
Q5ri)7: 06:07; 07:07; 08:20: Ofr-EQ; 
10:20: 11:20; 11:32: 12:20; 13:20- 
1420. 

A1 08:20 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London maiket opens. 
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MARTIN WOLF 


Russian knife-edge 


The west should provide funds to help save the rouble. If it does 
not, Russian reforms will be set back for years 


An epidemic carries off those 
already vulnerable. So it is 
u-ith financial plagues. 
Unfortunately, some of the 
world's most important 
countries were far from 
healthy trhefl Asian flu 
struck. One such was Japan. 
.Another was Russia, which 
has now suSered three 
attacks on the rouble in the 
past seven months. A 
question coolronting leaders 
of the Croup of Seven 
leading industrial countries 
is whether to give Boris 
Yeltsin's government special 
assistance to defend the 
currency. It should, but only ' 
oo Strict conditickns. 

Last week, .Anatoly 
Chubais returned to 
government, again. He 
promptly made a request for 
$10bn<$tabo in addititmai 
western support. The 
Russian request creates a 
headache, particularly for 
the IMF, which already has 
diOlculties with the Russian 
government. Only lost week, 
it withheld the latest S670m 
tranche of its $9.2ba 
extended fund facility and 
postponed the associated 
board discussion because of 
Russia's failure to deliver oo 
ail its commitments. 

Stanley Fistdter. the DflF's 
firSl deputy nwnag in g 
dlrectCNT. who is travelling to 
MoscofV this week, is wiUifig 
to consider further l oans , 
but only once obstacles to 
the present one are 
overcome. But he bas also 
expressed strong doubt 
about his orgaoisatioQ's 
ability and willingness to 
meet Russia's request 
The underlying case for 
such a fund is that Russia is 
balancing cm a knife-edge 
between two drastically 
dlfTerent outcomes. 

In the benign alternative, 
improving credibility allows 
interest rates on domestic 
debt to folL That makes 
stabilisation of the nujble's 
value more credible to 


ordinary Russians, reducing 
capital flight. This, in turn, 
expands c^it and adds 
momentum to ecnnotnic 
growth. 

In the malign alternative, 
poor credibility keeps 
domestic Interest rates at 
I punitively high levels. 

' destroying flscal stability. 

: The rouble's value coUafses 
and inflation soars. Reform 
baits, not just in Russia, but 
in much of the former Soviet 
Union. The country turns 
into an Indonesia with 
rockets. 

Why might a stabilisation 
fund make the difference 
between economic hell and 
at least the possibility of 
heaven? Because 
expectatious can become 
self-fUlTilling. 

tVhen a government is 
irredeemably irresponsible, 
nothing short ot drastic and 
sustained effort can restore 
credibility. When investors 
are coiindent a country will 
have a prudent govermnent. 
ji'ears of profligacy are 
needed to destroy credibility. 
Russia is in a grey zone, 
neither obviously 
irre^Dsible nor evidently 


prudent. C^inioD is 
inevitably volatile. 

These are not abstract 
Dotioiis. The chart shows the 
interest rates on Russian 
dollar4enominated and 
rouble-desominaced debt, 
with the latter adjusted for 
higho' dODH^c Inflatioa. 
Before the crisis, the two 
rates were dose. Then, as 
doubts grew, interest rates 
diverged. This was not 
because of concern about the 
debt-servicing capacity of 
the Russian government, but 
because of worry about i^e 
; rouble. 

Before considering wbat 
can be done to eliminate the 
threat, it is worth asking 
whether the Russian 
authorities slmuld place so 
much weight on maintaining 
stability against the dollar. 

They should, for two 
reasons. First, In a hi^y 
dollarised economy with a 
history of hyperinflation and 
coafisratioa. breaking the 
link would probably lead to 
flight from the rouble and 
another round of economic 
contraction. 

Second, a devaluation is 
unlikely to do much, if any, 


PostrAsian jittBrs about roAle stataany 

IntefBst rates m 



film ftfSM &IHW iw 


good. It is difficult to believe 
axty degree of money iUusioD 
exists in a country with 
Rnssials monetary history, ff 
the rouble were devalued 
wages and pricea would rise 
to compensate. Moreover, 
even if devaluation could 
bring about a rtmwgp m real 
values, there is little 
evidence that the rouble is, 
at present, cfvo^ued. Oil 
prices are low, but the 
balance is stnmgly posltivft 
Last year it was $20.2bn. 

Pr^ent policy cannot even 
be cziticised as unrsasonably 
rigid. The central bank of 
Russia is aiming at a hq nd of 
plus or miaus 25 per cent 
around a very modest 3 per 
cent real ^predation of the 
exchange rate this year. 

This leaves the question of 
how to alleviate the 
pressure. The answer is 
dmple: enhance cre^ility. 
Increase useahle reserves 
and make Russia’s public 
finances more beUevable 
Russia’s gross fareign 
eschai^ reserves (tncluding 
gold) were only at 

the end of May. This is less 
than three months’ imports, 

11 per cent of external 
and 3 per cent of GDP. More 
important, it waa <mly about 
U per cent of broad money 
plus the short-term 
rouble-denominated debt of 
the public sector. Wltb such 
limited reserves. Russia 
oould not meet a run on Its 
currency. The purpose a 
stabilisation fund would be ' 
to augmmit the reserves. It | 
would exist in order not to 
be used. For that purpose, 
the sum required would 
have to be at least the 
$10bn-$iSbn the Russians are 
asking for - ideally more. 

Even then, the 
' stabilisatloa fluid would be 
I insufficient on its own. As a 
number of good recent 
studies show, the Russian 
govenunmit’s faning g 
are not as overerttelming as 
people suppose.* 

Consolidate reveniie, at 33 
per cent of GDP last year, 
compares favourably with 
comparable countries. 
Nevertheless, the position Is 
too loose for comfort. The 
biggest problem Is that until 
the first quarto: of this year, 
the federal budget has not 
been in primaiy surplus (the 
balance, before Interest 
payments). 

This year, however, the 
government has nm a 
primary surplus of close to l 
per cent of GOP in the first 


five omaths. With the 
appolnfanefii of the 
redoubtable Boris Fyodorov 
as chief tax collector, this 
may rise furtbo-. 

It has to do so. The 
government's problem is 
that interest peymeots 
consumed 40 per cent of 
fbderai revenue last year and 
equalled 60 per cant of the 
consolidated budget deficit. 

A sustained primary surplus 
would be doubly bes^ezal, 
by both redudng ti^ fiscal 
deficit directly and lowering 
the interest rates that help 
cause that de^L A move to 
fore^ currency financing - 
would also help, but only if 
the funds were kmg terziL 
The big challenge fheing 
the Rnssian govemmait 
then is to snstain a large 
primaiy budgM surplus. 
Combined with a credible 
stabilisation tk the rouble, 
this sho uld eliminate tlte 
qteeulative frmtey. 

By setting up tto 
stahilisatian fond ofi a scale 
big enou^ to mqiport tlm 
rouble - not to fitianwa tjie 
budget - outeuto powers 
would provide the thwe for 
tou^ budgrtary policies to 
woiis. The omdition for 
estabUahtog the fUxui should 
be fiscal adTUstment and 
refonn.Tbe conditionality 
would be rimple and dire^ 
if fiscal targets were not 
I met, the flmd would have to 
' be withdrawn. | 

Tliere is a remote 
Russia win muddto through ^ 
without extra help, ft is also 
posrtble that the pieces 
oould be picked im again, 
even aftm* collapse. But 
there is also a risk that the 
painful achievements of the 
past fow yeare will vanish, 
peih^ lireomrrijly. Tlie 
QfliBr of a sum sufficient to 
stalulise the roahle, with 
very strict fiscs] 
conditionality attached, 
looks a cheap hwmrnnrc 

pohey against ^opolitical 
disaster. It should be bou^L 


LETTERS TO THE EDITOR 


When pursuit of shareholder value 
becomes a hazardous occupation 


From Mr JaruUrk tom Diecfc. 

Sir. I strong agree with 
Rif^ar d Lambot CSufibesm 
chainsaw massacre", June 
IS) stating that A1 ITunlap’s 
sacking ’’sent a happy glow 
around the business woricr . 
Tbe article, however, left zne 
stuck in a logical dilemma. 

I assume even the most 
lackadaisical readers of coo- 
temporary business news 
have successfully detected 
sharebolder value ts the 
omnipresent busword of the 
19d0s. In Met, you tend to 
imagine several CEOs with 
tbe caf^tals SV imprinted on 
their foreheads. But why. 
♦hwn, is “the most outspoken 
cost-cutter in American 2>tiai' 
ness** such an infaTnoiia 
man, tuost hated in board- 
rooms as well as along 


assembly-lines acro» the 
country? Shouldn’t be be the 
icon of shar^lder value? 

Let me answer with a 
resounding ‘Tfo”. Mr Dunlap 
embodies radicalism. His 
crusade is costcotting by all 
j poang poeslhle. ifistory has 
proved what radicalism 
implies. Plainly speaking, 
value is a mag- 
nificent concept which I per- 
sonally support, but *'sh^ 
holder’-valuilnn’' is hasardous 
to cteponue plcn^rounds. it 
is just another ons of many 
tracute. that blur the ideas of 
.qwiirii, E^nes and the likes. 
Twenty years ago, CEOs 
deemed it vital to diyersity, 
or, as tovestment guru Peter 
Lynch puts it, “overefiver- 
gihr- jobs have to be 
eradicated today as a conse- 


quence of mistakes coaamit- 
ted in tbe past. 

Increasing value by nafrig 
syoarBses and focusing on 
core-competences are valtu 
able creicepts. Dunlap's agi- 
tative diumb roles, however, 
(“a company has to be 
restructured within is 
montiia") prove to be ooQ|. 
ing more than hot air. I 
would film to draw tiie con- 
clusion that Invest o rs dioiitd 
be more patient with eco 
nomic fine-tuners like 
Hoechst's ^udnoan, Jfirga 
Donsasn. 
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Janefirit ton DIedt, 
^todent at WarwiA 
Dnlvarity), 
ynmsbadMTsiT. 8, 
6I88Z Friedridsdorf, 
Germany 


English people diminished by football thugs 





Prom UrlXE. Bi^top, 

Sir. I wholeheartedly sup- 
port Andrew Taylor C^Tbe 
net losses from shame", 
June 19>. He argues that the 
damage done to British 
mtarests by thugs in 

Prance is far greater than 
any benefit derived from the 
World Cup, no matter how 

far ppn grwas 

He Is absdlixtely ri^t As 
an Rwgitehmain who has 
been woridsg in Antwerp tor 
the past sdx months, manag- 


ing and working with Bel- 
gian ooDeagues, I can testify 
firom peisc^ experience to 
the chang in g attitudes of my 
everyday contacts. The 
thugs diminish us as a 
people. TTiay destroy part at 
least of tire respect and afiieo- 

tion in which we are new- 
many And tiiey remind 
our friends of all the otiier 
haffWng fi Mto T wa of Britain's 
interaction with Europe. 

Ultimately, the thugs are 
bad for business. But from 


the immediate pe rs pec tive 
they are bad Ibr our human 
relations in Bureve. If the 
authorities cannot keep 
tii em in En^and. then Mr 
Taylor is right - the team 
should be brought home to 
innpifagigp to the rest of the 
world tiiat we really mean it 
when we say "Sony". 






ebiit - 


D.E. Bishop, 

Holiday Xan Crowne Plaza 
Hotel, 

Antw^, Belghnn 




Military mvolvement of US already over 


* CSttistqpher QrttooiUe, 
Pisoal Prottem OeersUited, 
Fitnmios Besetm^ SB Matj 
1998, TSOl-ysS-irSS; ‘TUjuble 
CMs^. Again. “Russian 
Eomomk Trends, MmiUtf 
Update. SJime 1998 ht^U 
wme.hhsjst(sUa!rt^i 
Ttoephtm; Erik Ntshai. 
Russia: Restormg Fiscal and 
Currency StabOUy, Goldman 
Sachs, 12 June 19^ 
4H0)17J-1749. 


From S&AHtm Wendt 
Sir, It appears the fog of 
the Vie tngni war is stiB with 
us. Your account in 
"Embassy No 2* (Observer 
cohzmn. June I8>, describing 
the demolition of the former 
OS embassy In Saigon, 
makes two common arms. 
First, tbe now tomons scene 
of tte helicopter evacuating 
cdviliaDs off the roof of tbe 
embassy in April 197S was 
not the backdrop to "finaL 
dramatic scenes of Amer- 
ica's military involvement in 


Vietnam". The war had 
ended tor the US more than 
two years ear)2a‘ in January 
1973 following signature of 
the ceasefire agreement with 
North Viet&am. Ah remain- 
ing US combat forces were 
promptly withdrawn and 
prisoners repatriated 
Second, as the eivUian 
duty officer inside the US 
embassy the night it was 
attacked at tiie outset of the 
Vietcong Tet offensive in 
1968, I can assure yon that 
toe Viricong suldde squad 


did not “%ht its way into 
toe embassy”. Thanks to a 
quick acting marine security 
guard who closed the thick 
teak doors in tbe nick of 
the Vietcong never got 
into the building itself - 
they were confined to the 
compound, where over toe 
next six hours toey were all 
eitoer hailed or captured 
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Asian water torture 
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Unless ttie IMF allows region’s ecx>nomies to reflate and lower interest rates, it will 
condemn mem to a never-ending downward spiral of recession and bankruptcy 




T hose who thought 
tbe Asia crisis had 
abated have had a 
rude shock. Fore- 
casters are again chasing 
Aslan economies downhill. 
Earlier estimates that in 1996 
Korea's output would fall ity 
5 per cent. Ttudland's by 7 
per cent, and Indonesia's by 
12 cent a2g)ear to bare 
been too optimistic. Implied 
falls in consumption and 
welfare are even bigger, 
because the output figures 
include substantial net 
exports. 

Asia Is in tbe grip of a 
debt deflation akin to the 
Great Depression of tbe 
193QS. Vandal systems are 
grinding down as private 
and public debtors stop 
repayments, tipping more 
and more companies into 
insolvenqf. 

We have recently been see- 
ing second-round contagioa 
betwem Asia, Russia, parts 
of eastern Europe, and Latin 
America, each amplifying 
the downturn in tim others 
and fuelling the US bubble 
through capital flight. The 
devaluation of toe yen and 
the passible devaluatim of 
the Chinese renminbi maris 
the start of a thixd stage trf 
downward spiral 
How.dfd it happen? In the 
great game of shifting 
blame, the International 
Monetaiy Fund blames the 
national govenunents, toe 
national governments bhuoe 
outsiders, and the popula- 
tions blame some combina- 
tioc of the two. What does 
the evidence show? 

Whatever the build-op of 
vulnerabilities in toe *Teal” 
econoDues (a mattm- of mudi 
debate), the nature of the 
OIF'S iBterveatiub has made 
thinga ivone. PoT 0116 thing, 
the Fund Insisted on 
far-reaching siroctural 
reTorms in retnrn for Its baD- 
out money in areas unre- 
lated to tbe immediate 
escape &om crisis. This com- 
pounded toe sense of panic 
by sending a signal that 
these eceaxanies were basi- 
cally unsound, their good 
I performance over the past 
' decades notwithstanding. 

For another, the Fund 
imposed veiy hl^ real inter- 
est rates. It did so (m the 
hflgjfi toat a sfaaip shock rise 
in rates would stabilise cur- 
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rency markets, dampening 
pressures for competitive 
devaluations and making it 
easier for client govern- 
ments to repay foreign crecti- 
tors. Tbe argument does 
have a theoretical basis; but 
U assumes conditions not 
present in Asia. When finan- 
cial inflows did not resume, 
the Fund's response was: 
"Give it more time and make 
toe pain sharper.” Investots. 
on the contrary, took tbe 
high rates as a signal of 
great dangers ahead, making 
them ah the more anrious to 
get out and stay ouL 

rates and the associ- 
ated austerity policies have 
caused so much damage in 
the real economy as to vali- 
date toe percq> ti oa of great 
dangers. Tbe Fund failed to 
grasp tbe implications of 
imposing high interest 


tionory approach in Asia, 
because it is well aware of 
the US experience. After the 
1997 stock market crato, in 
which assets were colla- 
teralising bank loans fell 
sharply in value, the US 
authorities acted to keep 
markets highly liquid no 
matter what tbe cost Yet in 
Asia, tbe Fond has acted to 
contract liquidity. Is this 
because it knows only one 
recipe? Or because it is mote 
interested in safeguarding 
tbe inteiests of foreign bank 
creditors than in avoiding 
coQapee in Asia? 

We have seen large-scale 
social protest in rndnnpsia 
But Indonesia may be a qie- 
clal case. South Korea is tbe 
key to tbe wider regional 
response. There, unemploy- 
ment is rising at more than 
6,000 people a day end, vriien 


Asian governments should channel 
credit into export industries, generate 
an export boom, and let the profits 
reinforce inflationary expectations 


charges ou Aaas companies 
that are typically fiar more 
deeply indebted than their 
western and Latin American 
counterparts. High rates 
push them much more 
quickly from illiquidity 
towards Insolvency, forcing 
them to cut bade purchases, 
sell inwaiortes, delay debt 
repayment and fire workers. 
Banks then accumulate a ris- 
ing proportlm of bad loans, 
titeir solvency comes Into 
questloD, they call In loans 
and refuse to make new 
ones. Tbe OIF's Insistence 
that banks meet strict Basle 
capital adequacy standards 
only compounds tbe collapse 
credit. 

Tbe combination of 
interest rates and Basie stan- 
dards is tbe hninediato cause 
of the wave of insolvacy, 
unemployment and cootrao- 
tion that continues to rico- 
chet around the reglcRt awn 
beyond. The une^tainty. 
loflahility and risk of fkl^ 
tber devaluations ke^ e^- 
tal from returning despite 
high real interest rates. 

It is puzzling that the 
Fund has taken this contrac- 


tile big congiomerates start 
to fire workers towards the 
end of June, tbe mimhar 
rise much higher, Ryuodai 
recently announced pianf to 
fire 18 per cent of its employ- 
ees. Korea has oiily the most 
gu pi ma l soda] safety net. 
But it also has strong trade 
unions, which can be 
ted to mount resistance. 

If tbe worse ganw to the 
worst, anti-foreign move- 
ment could sweep President 
Kim Dae-jung A 

new government might 
declare a moratorium on its 
foreign debt, turn real inter- 
est rates negative and begin 
to inflate out of crisis. This 
would dramatically 
other Asian leaders’ surpris- 
ingly pasrive acceptance of 
tbe IMF strategy. 

TTie odds on tliia happen- 
ing may be no more than 
one in five. But it is clear 
that the IMF’s approach is 
not' working. Governments 
of toe region must change 
tadL lliqy need to set aside 
the central bank orthodoxy 
that dominates current Hic. 
cussfoQ, according to whidi 
very low inflation. 


restrained demand ami high 
real interest rates are the 
top priorities. They need to C ' 
tate a tougher stance in the 
rescheduling negotiations 
with tbe creditor banks, 
lower interast rates to near 
zero, and step on the mono- 
tary gas. At tbe same time 
they have to reintroduce 
some form of cross-border 
capital controls. They then 
should channel credit into 
export industries, generate 
an nq)ort boom, and let tiie 
ensui^ profits reinforce 
inflationary expectations; 
reflating domestic demand. 

Tbe west, meanwhile, 
should stop pushing develop- 
ing countries towards a 
regime of capital account 
convertibility that includes ti 
Dee inflow and outflow of 
short-term finance. The 
political order in developing 
countries is simply not 
robust enoi^h to be a»pnc^ 
to the shocks that unim- 
peded flows can bring. 

That means rhang in g 
direction in the current 
negotiations to revise toe 
IMF’s articles of agreement 
Indeed of tbe proposed 
article requbring develofung 
countries to move towards 
^pital account convertibil- 
ity. we need one recognising 
cross-border transaction 
taxes as a normal instru- 
ment of macroeconomic 
management, at least for 
developing countries. 

In tbe longer term, we 
to reconsider the eon- ^ 

stitution of the institutions * 

at the heart of the problem 
of destabilising inteniational 
finanda) flows; money foods 
nm by managers irtio must 
compete for resources by 
showing superior short-nin 
rasults, and undeM'qgnlated 
Md over-guaranteed interna- 
tional banks. 

Until Aslan governments 
lower inter^ rates, take 
contirol of slifat-cerm capital 
rnOTenimts, and co^jperate 
within the r^oa the crisis 
wDl'go on and on wirg 
torture. That wiU bring pov- 
erty and insecurity to hun- 
dreds of mfllions and turn 
parts of Asia into a depeo- 
pency of the IMF and the US 
its number one shareholder' 
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We st6 wen used to hearfa^ that 
contineatal Eintope's labtnxr nuo^ 
kets are too i1^ and suist he 
deregulated. The Orgaxdsatioin 
for Ecoaotuic Cooperation azKl 
li- Development, whose latest 
Employment Ontlook is pub- 
lished today.' is just one of the 
isstitutioDS lAidi has bemoaned 
the lack of poUtical will for 
reform. But thie just mi ghi- t,e 
abont to dsange - and the most 
striking signs of this are in that 
bastion of state control ai^ regu- 
lated labonr maikets, France. 

This may come as a surprise. 
After an. fe the new Jospin gov^ 
eminent sot the one which intro- 
duced the cmtroveisial 35-hour 
wdiking we^ True, but l 0 (&^ 
at the broader pildnre, the 35- 
hour week could be se» as politi- 
cal manoeuvring that has grvan 
the government flexibUity in 
other areas. By folfiDing his elec- 
ticm promise, Lionel Jospin 
gained, a siseable stock of politi- 
cal goodwill > which he has since . 
been making fuD use ot 
Mr Jospin's comments on his 
•V visit to the US last week were 
perhaps the most palpalde sign of 
his refcnmist intentions; he sa id 
that he had come "to a ssoss the 
sources of American dynandsm". 
Coming firom a French politician, 
particularly a Ftench politician 
of the Le^ these were strong 
words. 

His handling of the Air .Fiance 
strike was also a significant 
break from the past Ihe govern- ' 
meat took the risk of holding out 
against the strikers until they 


agreed to a deal - in marked con- 
trast to past eaperieace, when 
the govemmeit had an too often 
caved in. 

And there has been a low-key 
series of refonns which, 
fairly small in thmnselves, are at 
least a st^ in the dTr actinp cf 
deregnlatioin. These include pri- 
vatisations and' an gm pt»agf^ oa 
encouraging entrepreneurshipi 

The reason why Mr Josidn is 
leaning toward deregulatioa is 
not hard to Cethom. lYance’s 
unempIciymeDt rate, now u j per 
cent, remains the key political 
issue. And the advent of Euro- 
pean economic and monetary 
union, with the competi- 

tive pressures it will bring, 
makes taffWtwg labour market 
problems aU the more urgent 

Emu wiQ a&rt other member 
states in the aama way.- This 
could mean that we will, finally, 
see a diange in attitude toward 
labour market reform in other 
cmitioeaital European cotmtries. 

Ironically, just as continental 
Enrope is starting its slow s]^ 
toward deregulation, the UK’s 
labour markets are abont to 
becone mme rag^lated. as the 
effects of the nniumum wage, the 
Fairness at Work white paper 
and the EU Social Chap^ set in. 
There is a long way to go befbre 
eimtinental Ehirope's labour mar- 
kets approach the flexibility of 
those of the US and UK, if indeed 
that is what they aim for. But if 
Mr Jospin can change attitudes 
to refonn. then half the battle 
win have been won. 
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<^Haiig Kong’s govenuzieat is in a 
bind. CLH-Tung, its chief execu- 
tive. yesterday forecast a second 
Quarter of negative growth - 
which would offidiany ccaistitate 
a recession - and expressed seri- 
ous amdely about the dangers of 
a sustain^ plunge in property 
prices. Mr Tung's dilemma is 
how to ease the pressure without 
n^aiffng file problem worse. 

Fngierty Js theinmcjpal store 
of Hong Kong's wesLUh. A con- 
tlnuiiig decline in prices would 
risk prolcmging recession by fur- 
tho* depressing consumer conS- 
dame and danasd. Evestnally, 
as Ur Tung acknowledged, a ftra 
fall could develop, .threatening 
even the texrltoxy's famously . 
weD-capifelised baxikiog secta-. 

.^But iU-ju<Uied intervention 
^old undeimlne Bong Kong’s 
jealously guarded reputation fOr 
fiscal prudence and hands-off 
govemment. Tliat r^utatioD has 
been central to maintaining 
investor coidideiDce ance Asia’s 
economic crisis bi^an. Denting it 
coUld trigger an outflow cdfixnds,' 
imperilling the territory’s coffl- 
mhment to peg gin g its ciurunpy 
finnly to the US dollar. 

In the event, Ur Tong eeenw to 
have p-hnaan a sensible middle 
course. Efis nine-month snspen* 
5200 of govemment land sal es 
should at least slow the fen hi 
property prices, now 40 pm* cent 
bSlow last year's peak. That may 
not be enou^ to rescue ibidish 
.•i^speculators, but it offers some 


modest reassurance to nervous 
consumefTS. 

It is hard to 'view the move as 
the thin end of an interventionist 
wedge, particularly because, as 
Hong Kong’s biggest landotnier, 
the government has long played 
a big role in its propeaty maiket 
The decision Is also fiscally 
responsoble. Althoii(d^ loss of rev- 
mue from land sates will lead to 
-a. budget deficit, it can be easily 
funded out of the tesriitoiy's vast 
accumulated surplns. Further- 
more, the govttximent can rea- 
sonably maintain tiiat the excoK 
tkmal difficulties created by the 
Asian crisis demand an excep- 
labi^ re^xnise. 

That line of arEpiment, how- 
ever only serves to underscore 
the government’s limited scope 
to control the temtocy*s near- 
tenn eecmomie destiny. For the 
foreseeable futoie, this will conr 
thme to be determined largely by 
r^donel develcgnnenis b^md Hs 
borders, above. aU in mainland 
China and Japan. 

Hong Kong's best ht^ is to 
persevere .with the wrenching 
proeees of eccoouiic adjustment. 
The authorities’ o v errid in g prto- 
ity must be to resist political 
jnessures for rash actions which 
would make that task even 
harder. The road to recoveJT wiB 
te.lohg and arduous. The most 
that a lesponmble govenunent 
or shi^d, do is to prevent 
the T>ptng haishtf and Ico- 
ger lasting than it need be. 


Train set for two 


Two of Britain’s most amltitions 
tycoons - 'Virgin’s Richard Branr 
son and Sti«ecoacih’s Brian Soo- 
ter - joined forces yesterday. 
Their partnership uXTers lots of. 
set^ for future fliewoiks. But It 
also casts a useful Oh how 
the counties rail network has 
chaiiged since prtvatisttion. 

The deal, whidi brings Stago* 
pf iyf'h in as a 48 per cent “strata- 
gic partner’’ in Vfagin Kail, ilhis- 
trates the industry’s ] rapid 
consolidation of ownership- The 
fwt gingi privatteatfam Moet«iP* of 
dlfikreat ntS franchises, three 
rolling stock leasing conqpanies, 
and a national track con^any. 
has been drastically redrawn. 
Virgin and Stagecoach betweoi 
them hold four rail franchises 
and one of the learing companies. 

There are only three other si^- 
leant passengtf rail groups: Fi^ 
stGroup, National Express (with 
five franchises), and Frfsm. 

To those clow to tiie Indn^ T^i 
tfite does not come as a smgri sA 
It is pretty much the 
concentration of ownership ,tiw 

fianOhisizig attlhorities predte^ 

SGD, the ^eed of the «ws(m^ 

tkm process has pndxddy not yet 

eunlr ift With tbC PUbSC ^ " 
perhaps - with potttiebms. 

in parttoulsr, it rafoM a 
Question-mark over the role of 
Athe new Rail Authority, 

.» announced by John Prescott,-m® 
d^nx^ prime minista:, as a. k^ 
part of next month’s transport 
white paper. 


The case for Bodi a body would 
liBve been mrteh stranger in. a 
hi^y fiugmentod rail system. 
With only - a handful of partici- 
pants, the need for a- co- 
ocdinaUxig body is less Obvious. 

Together,- the Vi^in/Stage- 
coach deal and fiie-whlte i«per 
mark an important tnndng potot 
for the privatised rail network. It 
is the i Tt«in«nt when the industry 
g'hifls ftesn eqping with the prob- 
lems it inbeitted tnm its state*, 
owned past to ctmlzig with the 
f^sms of the ftmoe. Assanang 
its partiwrdifr) deal is apptoved 

by tiiQ T^ulators, Virgiu bas-now 

settied its finances, ordoed its 

new rol^ stock, and agreed the 
znudt*needed track upgrade on 
tie West 'Coart Line. Stagecoach 
has put its initial mistiflnfl ting of 
file sMxth-west London cmnimiter' 
TiwpK behind it . . 

These sin two sgecSBc casea 
Bat for an file rail coinpenies, 
part probtesis are largrty settled: 
The issues now are deli'veiixig 
nerformance' and capacity 


eb of goyenusrtzt snbeady. ana 
preparhig tp renegotiate fran- 
chises - Ih some cases as early as 
2 Q 0 MA ft is only when that pro- 
cess is complete, well into nert 
century, tiwt the ultimate si^ 
cess erf rail privatisation can w 
judged, m the meantime, the 
Vbigju/Stagacoach deal oflhrs the 
♦ bwiiftag gpeetacte of two strongs 
«ijted, srtfrmade men l ear n in g to 
^lara the same train set 
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The Holocaust’s final chapter 

Bill Hall and John Authors explain why attempts to settle the arguments over the assets of 
Nazi victims still held in Swiss banks have come to the edge of collapse 


M ore than two years 
aflm^ it started, the 
attonpt to reach an 
honourable conclu- 
sion to the debate rtwot the con- 
duct of Swiss hanks during the 
second world war qg>ear8 to be 
on the brink of feilnre. 

Described by Jewish organisa- 
tions as an attmnpt to “close the 
final chapter of the Holocaust”, 
the agreement was intended to 
settle the financial claims of 
Holocaust victims against Swiss 
banks, and have the resulting 
deal endorsed by the Swiss, 
Israeli a 2 id US govwmmeots. But 
the parties to the dispute appear 
more acrimcmioaitiy divided than 
ever before, ft may be difficult to 
avoid protracted litigation that 
will farther damage the Swiss 
banks’ already tandsbed reputa- 
tion and delay payments to the 
dwindlmg nmnbra' of Holocaust 
survivoxs. 

At issue, initially, was the long- 
festering Question of the 
accounts opened by Holocaust 
victiins brtbre the war, ^riiich the 
Swiss banks allowed to remam 
dormant £or half a century. How- 
ever, the debate has broadened to 
take in the activities of the Swiss 
Naticmal Bank (the central tiank). 
in handling gold and other looted 
assets, and Switzeriand's alleged 
role in prolongjng the war. Many 
of Switi»rland's critics will not 
be satisfied until the country 
i^rees to renegotiate the 1846 
Washington Agremnent under 
which the Allies waived all 
niaima against Switzerland in 
retnm for SFr250m of golA 
As the scope of the debate has 
widened, Swiss banks have cone 
to feel that demands on them 
have changed almost by the 
month since the iMtwp tramp to 
prominence in early Z^. And 
the Swiss as a whole axe growing 
resentful at what many regard as 
victixoisation: there is growing 
evidence that other nertral coun- 
tries brtaa'ved in similar ways 
during the second world war. 
That may help ecodain why the 
Swiss banks, have decided to 
make ^rtiat they call a final stand 
now. . 

On Friday, the three biggest 
Swiss banks - Credit Sxdsse, 
UnSon Bank Switzerland, and 
Swiss Bank Carperation - offered 
to pay $53CBn iSSZOm) over and 
above what they have already 
agreed to pay as a result of the 
investigation into unclaimed 
bank aceoimts headed by Paul 
Volcker, the fixmer chauman of 
the US Federal Resmve. They 


have also offered to pay $7Qm 
into a h iiwiawitaM n^ m fund. 

Leaders erf the Jewish commu- 
nity in the US and Israel were 
outinged, describing the ofifer as 
“insultuig". Alan Hevesi, the 
New Yorit city comptroller critic- 
ised not only the banks, but also 
the Swiss govem 2 neat He said it 
should have been a party to the 
ofiisr, and that it bail fefied in its 
moral duty to deter growing 
anti-semitism in Switzerland. Mr 
Hevesi will chair a rneetli^ next 
weds; in which a group of US 
state and local officials decides 
whether to boycott business with 
the banks: if that happens, Swit- 
zerlarid could be barred from in 
US public financial offerings. 

However, the dxans of disap- 
pfToval has not been unanimous. 
Eldred Taba<dinik. president of 
the Board of Deputies of British 
Jews, said the Swiss ofifer was a 
step in the right directioiL 
"Whilst this is a sizeable sum, 
represmting a sizeable admissian 
of guilt, it is clearly up to the 
riaiTTiflTifs themselves flnrf their 
representatives ... to decide 
whether it is sufficient to consti- 
tute a fun ^hal setfiement," he 
said. 

Such cofimnents are a reminder 
that otliers outside Switzerland 
have much to lose frtmi a break- 
down of negotiations. The sums 
being spent on litigation and 
combing the Swiss bank arebives 
seem set to d«rarf the payouts to 
Hcdocaurt snr v i v ars. The appar^ 
ently endless negotiations over 
nuxiey could damage the efforts 
of groups trying draw a line 
unto the financial CQDsequeaces 
of the HcdocansL 

So lar^ numbers of pmple 
have an interest in negotiating a 
settiemeDL The trouble is that 
expectations have risen almost 
from month to mouth, bedevill- 
ing tbe fa»ikg 

At first, the process was a mat- 
ter of patestalting forensic wcm^ 
In May 1996 Swiss baiiks agned a 
memorandum of uirterstanding 
under which Mr Volcker was 
called in to oversee one final 
hunt throurti Swiss bank vaults 
lor uDCdain^ accounts dating 
ba^ to the second world war. 
The banks believe that they have 
fulfilled their promises under the 
“VoldEer process". 

Swiss bank secrecy laws have 
been lifted to allow over 300 out- 
side foreiirtc auditors to comb 
thmiigh the files: S7 banks Ziave 
already been audited and over GO 
more are In the pipeline. The aim 
is to cnnplete most of tbe amUts 


by the end of 1998 and pay out aD 
of tbe more than 6,000 disputed 
(dauns before the middle of 1999. 

So fer less than SFiTOm (at 1945 
values) has been found and while 
this sum may be multiidied 20 
times over to allow for inflation, 
H will still be smaller than the 
SFnbn-ptus cost of the various 
investigations. Many Swiss bank- 
ers believe that this fector helps 
^lain why the focus (rf atten- 
tion has moved on to the much 
wider subject of looted Nazi 
aftapfg - iTiffindiTig ’ gold paint- 
ings. The value of si^ assets is 
fer more difficult to caieniatg and 
may not be susceptible to the 
painstakiDg research of the 
Volcker committee. 

So a second laocess gathered 
steam late last year. Tbe idea 
was to negotiate a wider settle- 
ment. undeiwritten by goveizt- 
ments as well as by Jewish 
organisations and the banks ih 
March, a meeting to consider 
sanettoDs. convened in New Yootk 
by Mr Hevesi. ended with an 
agreement In principle by both 
sides to seek such a setttemenL 

This would be much wider 
than the Volcker process. Mr 


‘It is an excercise 
in liitility to 
flash back to 
what might have 
been’ 


Vdekor is ecQiected to establisb 

riaiwg tn thrcft IrinHs of aCCOUntS: 

• Those that are identified and 
for which thm is a claimant 

• A somewhat largernonfoerrt' 
accounts that are identified for 
which there is no daimant 

• Socalled ’Tmt fica:" accounts, 
a categmy that includes accounts 
that would have bemi dennant 
*^ 21 X 1 for" events such as interme- 

Hiflriflg ilWritly rinerr^ thwn, qt 

excessive interest ebaiges, cr tbe 
aooouttls being moved to a diffa> 
ent jnrisdictijan. This group 
appears to have created the most 
friction in the V(flGike^led talks. 

But many groups want a settle- 
meot to cover a range of more 
contentious issues. Looted assrts, 
most femously gold which is 
known to have flowed tfarourti 
tile Swiss hflwifg in great Quanti- 
ties. account for the bulk of tbte 
The discussions also include the 
contents of safe deposit boxes. 


unclaimed insurance poheies and 
slave labour carried out in com- 
panies owned by the banks. 

It also includes unknown 
accounts, where the banks' 
records have been destroi’ed, 
whether deliberately or acciden- 
tally. In some cases Holocanst 
survi\‘ors with account books can 
show that accounts existed 
although the banks have no 
records of them. 

But as the debate has broad- 
ened from dormant accounts, it 
has become harder Co reach 
agreement This is partly because 
the terms of reference are dis- 
puted. Should the agreement be 
confined to the commercial 
banks, or should it involve Swit- 
zerland's central bank and even 
the gDv«irmmit. both of which 
have refused to become involved? 
Should It even be widened to 
other countries? (Recent research 
has revealed more ways in which 
many neutral countries had bol- 
stered the Nazi war effmt). And 
both sides were split by differ- 
ences over tactics. 

Initially, for example, the 
World Jei^sb Ctengress. a small 
but long established m'ganisation 
ba^ in New Yoiij: and enjoying 
close links with the l^eli gov- 
emoient. was in control of the 
camp^lgD and naminated four of 
the nine-member Volcker eom- 
misrtoa Edgar Brooftnan. head 
of Canada's Seagram drinks 
emp^l is its president and one 
of tbe most outspoken critics of 
the Swiss banks. 

Bat in October 1996, the WJCs 
power base was undermined by 
the first (rf a series of class action 
lawsuits. Tbe first of these, initi- 
ated by Gizella Weisbauss, a 
Holocaust survivor and Brooklyn 
'r^ident, has been becalmed in a 
Brooklyn court fin* a year white a 
district judge ponders a submis- 
sion by tbe banks that it is 
unitecessary because tbe Volcdser 
process will ensure adequate 
compensatimL But its effert on 
the politics of the debate has 
been profbuxid. 

A huge undertaking with 40 
law firms contacted by up to 
80.000 potentla] claimants, it 
raises the possibility that the 
banks could be dragged through 
US courts for years and a fece 
huge judgment at tbe end. Tbe 
lawyers ^ the eiass action made 
plain that they disagreed with 
the WJC’s negotiating style, 
believing that it was too emol- 
lient and pointing with scorn to 
Mr 'Volcker's seat on the board at 
Nestl6, which is adorned with 


OBSERVER 


Taxing times in 
Maroseika Street 

There’e a new hero in Itoesla's 
battle to ritore up Us crunbing 
pifoDc finances. No. Ffs not^ 
beepectaefed prime mteisterSeigel 
Ksfrenko but.rou^ tough tax 
Inspector Major NlWta ArioL The 
fiedona) guaixSan Of foe public 
purse wrill be stwrtng n a new 
good*te}afnst-6Vfl TV series of foe 
kkid that made Arnold 
Schwtezen^gsra ^(foe) 
phenomenon. 

ITS ail foe Idea of Moscow 
producQon company VldeoArt ' 
vfoieh has akea^ brushed wffo 
stardom by mal^ the Russian 
veirton Of Sesame Strart. The new 
pre^ win be a bit racier > more 
Teiminator foen Big Bird - as 
Mrior Ailoi and partner Captrtn 
Dmflil Rusanov battle to extract 
cash feom dar^erous mrtteteis. It’s 
a toi^ job but armed with foe 
catchy motto ^se can be drteeted, 
but we can naver be bougte” fov 
finvtffably triumph against atf odde. 


went down a Irett with the rert-fife 
tax poDce; who’ve had a spot of 
bofoec with their pidrfic snage 
since they wens formed ebc yeaiB 
agoL, The top brass is stdd to be 
eepedally i^easad that foe aeries ie 
being named after fort- grim 


Moscow headkiuarters. 12 
Maroseka 9reet. Amie, wrtcfo ouL 

Beetlemania 

Savwal Czech polldcians had bitter 
pIBs to swallow after last . 
weekend^ genwal electxxi. Social 
Democrat leader Mtos Zanian 
achieMed foe party’s highest ewer 
support and came first k) every 
regkm except Prague - but looks 
unSkaly to be atrfe to Item a 
mejorfty government Resident 
Vaclay Havrt may be forced to cril 
on his worst enemy, former 
preirfer Vaclav Klaus, to have 
arxrfhwgo. 

Pity also Miroslav Sladek. the 
forright RepubGcan leader, Hho 
ran foe only national bUboaiti 
campritei after the other patties 
agreed not to use them. Despite 
tile advertising bittz, his party stiB 
fe&ed to win foe 5 per cent of the 
vtee required to re-enter 
paillam^ 

But defeat must taste most bitter 
of aU to Eduard KremUcka, the 
leader of foe Mtwfng Pensionars’ 
party, whose support slipped from 
more than 10 per cent at the start 
of foe campaign to a mere 3 per 
cent Krerr^cUca, a retired 
CommunisC army officer, promised 
OQ television that he would ert a 
live bertle If hb party fetUed to 
enter parUavnenL On Sunday he 


proved thet he was a man of hb 
word - gamefr wariUng down a 
bigs creepy-(xawly with a ^ass of 
strong Bqu^. 

Don’t add up 

The Mansion House hotel and 
dlnir^ cfob in Pods, on En^and’s 
&(xith coast, seems to have a 
grudge E^dnst a eatebi type ot 
guest An eagle-eyed raadw 
noticed tile itetowing smatt-prnt on 
the bottom of hb bHk 'AU 
accountants are sut^ect to a 10 
per cent service charge.” 


Power play 


Guyana wants at leart S22ni for a 
half-shwe In the countiy'a 
unprofitable power corripteiy. but 
one of the bidders seems to have 
other ideas. Offlbids opening foe 
three sealed bids ware perplexed 
to frid titet one te the teivelQpes - 
th^ (won’t eay - oontrinad 
a skigb pound note. 

The three bidders - Leueadb 
National Cor por ati o n and El 
Dorado Ener^ and Industrial 
Development both of the US, and 
the Commonwealth Dewdoprnent 
Corporation of the UK - wil blow , 
by the erxf of next month who has 
won the competition to take 
maregement oontrd of the Guyana 
Elecbieity Corporatforu In tile 


mewTtime, foe Guyanese 
authorities are td^ a charitable 
view of the stray cash. 

”We vwxdd IBra to beHeve titis 
was an error and not a cynicBl 
statement," says an ofRdaL EHher 
fort or it's the world's most 
opttnfstfe bribe. 

Sticky situation 

Rtrtirtd Holbrooke, tiie newly 
appointed US am bassa dor to the 
UniM Natfons, r e turn s to Belgrade 
tod^ for more Bafean 
troifole-shooting. But wm he come 
aimed with hb secret wsepon, a 
pot of honey? 

On hb brt trip to Serttia's 
restive Kosovo province in M^, 
Hoforooke vbKed the revered 
mexiastery of Graeaniea whtee the 
monks presented hhn with a jar of 
thek renovmed speciality as a 
token of goodvrifl. The next day the 
US awBV puDad out tiie pot and 
obliged Yugoslav president 
Slobodan Milosevic to ert a 
spcxmful 'To sweeten him up^. 

The medicine appaored to have 
worked; Milosevic agreed to 
ground-breaUng talks wHh Ibrahim 
Pugova. foe separatist bader of 
the Kosovo Albanian malority. 

Since than, of eourae, fotngs have 
turned etici^ down Kosovo way. 
Can Holbro^ make it all 
sweot n esa and light fob time? 


several mcmbiTs trf 5h\itzerl:uid's 
great and good. They believed the 
adder legal proanw was the best 
way to settle the issue, and that 
Mr Volcker's attempt nt forensic 
examination was pomttes.s. 

Edward Pafam. the lnw>'cr who 
brought NLs Weisshaus' suit to 
court, argued that the issue was 
not merely those amounts that 
can be found In dornmrrt 
accounts but the extent to which 
the Swiss financial systenn had 
enriched itself during the war. 
And one of the dream team of 
lawyna non* in charge. Melv>7i 
Weiss, who successfully sued 
Prudential of America over mis- 
selling insurance policies, 
also impIiciUy rejected the princi- 
ples of the VolcktT investigatfon. 
*Tf we get trapped into thinking 
this is about that which we can 
justify with precision," be says, 
"we aren’t doing justice to th^ 
who suffered from these uTongs, 
because S2 years of obfuscafion 
make It impossible to reconstruct 
with precirion.” 

Last September Mr Hevesi, 
announced that he had barred 
UBS from underwriting a city 
bond issue following evidence 
that It had destroyed records of 
dormant accounts. TTiis action 
horrified the US State Depart- 
ment which began to fear that 
the situation could damage inter- 
national relations. Stuart Eizen- 
stat, the undersecretary of state, 
thmi stepped in to try ^ broker 
a deaL Tbe trouble b that be has 
criticised Switzerland’s role in 
tbe war, so many Swiss question 
his ability to act as an arbitrator. 

Itainer Gut, the chairman of 
Credit Suisse, who has led tbe 
Swiss banks defence, is philo- 
sophical when asked if he and his 
feUow bankers could have man- 
aged the process better. "The 
worst thing to be is a Mond^ 
morning quarterback." says Mr 
Gut “We must look at tto situa- 
tion as it is now. It is an exercise 
in fetility to Dash bock to what 
mirtxt have been." 

Matters may now be moving 
out of Mr Gut's and the Swiss 
banks’ ooncrol. The Voldcer com- 
xaissiem which they favoured and 
their “final offer” berfh seem to be 
overtaken by bitter contention 
over a more ambitious settlement 
that could take years. Mean- 
while, almost forgotten in the 
entire process are the Holocaust 
sunrivoTs themselves. Advanced 
in age, many ore wondering 
whether this bitter process of 
talks will return to them the 
money stolen over so years ago. 


100 years ago 

Italian political situation 
The Kir^ at two o'clock this 
inoffltng received the Marquis te 
Visconti Venosta, the Minister 
for Foreign Affairs In the 
Marquis di Rudini's Cabinet. The 
latest arrangements concerrdng 
foe HaKan Ministenai crisis are 
that the (Cabinet will retain th^ 
portfolios, except the Marquis di 
RudinI and Senator Luzrati, who 
wai be replaced by Senator 
Finafi as Premier and Minister of 
the Treasury and Senator 
Sareceo as Mfoister of the 
Interior. The garrison has been 
Increased from lOfiOO to 20.(XX} 
mat In riew of foe fears of 
ttouble arising out of the 
political situation. 

50 years ago 

Management probfems 
Wifo foe creation of foe huge 
nationrtlsed bickjslriee. the 
administrallon of ndustrial 
empiras hes come before foe 
pubSc eye as never before. The 
resignation of Sir Charles Rekf 
from the Coal Board made foe 
whole subject sometMng of a 
seven wonder. We believe 
that its importance makes it 
worthy of much more serious 
study than it has previously 
reertved. 







I t 


PRINTERS 
FAX MACHINES 


FINANCIAL TIMES 


THEIXICOFIEU) 

I WODMWiim BS-, 

MAtfUFiSCT^IHG 
WOBXPWIDE ^ 


■dP V - ’ 

kM 



TUESDAY JUNE 23 1998 


4 «IHat SBAGS. DttBy, 
SEW ^ TOi 01^ null 


THE LEX COLUMN 


Dragon out of breath 


Milosevic faces r 
US pressure oyer 





:? .1? 


«r«MP«Pi 

w^mm 




\^lieD tbe ambush came, it was from 
uues^iected quarters. Hong Koug has been 
upKt not by political interference from 
Iteying, but economic sbock-waves from 
Asia. Yesterday's HK$33bin package - the 
third attempt to boost the economy - was 
an unhappy renunder that Hong Kong' Is 
fast shedd^ its safe>haven status. With 
confidence spiralling downwards, and the 
economic backdrop getting worse by the 
day, Tung C!hee*bwa. Hong Kong’s leadca:. 
was ri^t to act 
Special tunes do indeed call for 
measures. Mr Tung will be painfully 
aware of how damagiog spizaUii^ confi- 
dence and asset prices can be for the real 
economy. Moreover, it is not as if he lacks 
fiscal firepower. The risk Is that be may 
pay a high price for the short-term relief 
these latest measnres have bought. If 
speculators sense that Hong Eong is 
unn-ilUiig to take the p^ of defend^ 
the currency peg, that will be an invita- 
tion to do their worst 
Moreover, bolstering confidence must 
not become a disguise for obstructing 
markets reaching clearing prices. Prop- 
erty prices may have falien 40 per cent 
£r(m their 1997 peak, but this simply cor- 
rects the run-up seen in Uie p r e^o u s 12 
months. Mr Tung, of course, is anxious to 
protect the huge class of 1997 mortgagees 
from negative equity. But this must not 
be allowed to compromise his commit- 
meat to the peg. Yesterday’s parage was 
a justiliable risk, but Mr Tong is walking 
a fine line. 


HongKoig 



raw . 


passenger statistic on show yesterday was 
very promising: a like-fiv-Bke 12 per cent 
increase in the first quarter, ahhoii^ the 
cracking pace is unlficely to be 
in a downturn. 

For Stagecoach, the deal is zmc so excit- 
ing despite its losistencs that its invest- 
ment pay ba^ in five years evei if 
the ambitiouB ran upgrade ions into tim 
buffers. Stagecoadi lacto control and has 
been cast in the unusual role of a J(dui- 
ny-come-lateiy. True, Mr Souter is not 
cmopl^y at Mr Branson^ beck and caD 
- if things do not woric out. Stagecoach 
can eventually posh fin- a flotatiozL But if i 
the market was lookiiig to Stagecoadi fitr 
another Porterbrook to justify its pre- | 
mlum rating, this was not it. 


By 6iy DMmm h B^pade 


issuers are iucreasin^y looking overseas 
and deregulation is eawng th^ way: pen- 
sion funds can now hold 20 per cent of 
their portfolio in non-Canadian equities, 
against 5 per cent eight yean ago. 

At $85Sm or 3.3 times hook value, this is 
hardly a cheap deaL But Merrill’s manage- 
ment has a good record in integrating 
purchases. The fact that MenlU is paying 
with its own stock, trading at 3.7 times 
book, must have made the price more 
palatable. And it no doubt contributed to 
the ease with which Merrill has sw^ vp 
up Walwyn. Given Merrill's pace. Gold- 
man Sachs must pray tbme is something 
left to boy by time it gets its own 
acquisition currency. 


Digital radio 


Merrill Lynch 


Stagecoach/Virgin 


So Merrill Lyndi has thundered into 
another market Midbnd Walwyn, Cana- 
da^ largest independmt stockbroker, fol- 
lows Mercury Asset Management, Yam- 
aichi's branches, and securities Qzms in 
Thailand, Spain. Australia and the UK 
down the Merrill maw. Hie US broker is 
rapidly building up a global network 
while avoiding the mega-mergers It so 
likes to recooimttid to its clients. 

As the last sizeable Canadian broker 
not yet snapped ap by a bank, Walwyn is 
a worthwhile prize. And it comes with the 
kind of extensive retail broking network 
Merrill knows welL Meanwhile, nanaria 
itself has become a more attractive mai^ 
ket since Merrill pulled out of retail busi- 
ness there in 1990. Canadian investora and 


One wears red kidters. the other Hies in 
red ballooas. They are both formidable 
entrepreneurs, but one is as sober as the 
other is glamorous. Brian Souter and 
Richard Branson make an odd couple. 
Watchii^ them woi^ together should be 
entertaimng. 

The deal looks great for Mr Branson. 
Not only does Virgin’s stake rise from 41 
per emit to 51 per emit without him pay- 
ing a penny; Stagecoach’s move values 
i^igin's initial £i^ investment at £ 144 nL 
Clearly some increase in value is justified: 
Virgin hag pushed tbtou^ a novel risk- 
sharing deal with Ralltrack and train 
manufacturers for a much-needed 
ui^iade. Purthenaore, the company has 
weathered the onslau^t of complaints 
from Irate commuters. Certainly the one 


Ihgital radio’s message is not yet get- 
ting fbrougb loud and dear, vwfh only 
one bid expected by today's HaartUnB sar 
Britain’s only national operator fieeice - 
from the Distal One t^r m ofr r H n m consist- 
ing of Classic FM-owner GWR, cable 
gream iTTL and Talk Radio, owned by 
CLT-UFA - industry enthusiasm is 
muted. 

The licence win give the operator the 
capadty to run about seven nationwide 
channels. Three of these are alreo^ eaz^ 
xnarised for the existing analogue opent- 
.toEs - GWR, Virgin Radio and Talk Radio. 
If they take up their digital rights, tiieir 
analogae licences ate also renewed. So it 
is not surprising two of them are part of 
Digital One. But local radio groups sudt 
as ij^rnap and Radio do not have 

sudi an incentive to get involved at this 
stage. They can, after all. s^ ^g)ly tor 
one of the local digital licences coming TV ; 
later this year. 

Undeipliining seeptidsm about digital 
radio is the lack of a dear Wtep ' applica* 
tion to justi^ the current £SQ(HEdus cost of 
a set sound is not a radical improve- 
ment on FM. 

iTifliTiM that its functions make it a 
completely new medium also seem star- 
ry-eyed. Share prices and weatiier fore- 
casts can be offered as easily on mobile 
phones and pagers. Expensive in-ear 
radios could eventually prove a route into 
the ma^et But the product does not yet 
look strong enoogdi to create commer- 
cially viable levels danand. 


Slobodan Milosevic, the Yugbslav- 
presldent will todv. come under 
rmmwed pressure traia. ITS. trouble- 
shooter Richard Hpibroc&e to com- 
ply with western demands or face 
Nato intervention in SmUa's trou- 
bled provinee of Eosdva 

But Russia, which has sent its own 
envoy to Serbia, yesterday exposed 
dhtisiema within the six-nation Coo- 
tact Group on fiKioer Yugoslavia by 
re it arat i ng hs oimodtios to hivdva- 
ment by the Nato military alliance. 
Moscow uri^ the Contoet Grocm to 
give Mr MDosevie one more week 
betbre another meeting to 

dedde on further actiem. 

Mr Milosevic, backed by Boris. 
Yeltsin, the Rusnan president, has 
rejected demands by the DS and its 
Eurepeen allies that be witfadraw.his 
security forces before separatist 
Albanian rebels halt th^ own 
attacks. Serbian officials said the 
abduction by armed Albanians of 
three Sabs in the regional capital 
Pristina yesterday illustrated the 
dangers of a onesided pullback. The 


pyn d ys Sesbs from Kosovo,, where 
they twflirg ig) tower than' 10 p^oest 
of the province’s estimated 2m. 
people, is lii»ty to turn into a flood 
In Ore event of a seemtty vacuum. 

Weston govemmmits on iJune 12 
warned of possible air strike 
agiW Ssrl^ in redponse to a Ser- 
bian police- and ani^ ofihnslva 

against suspected stroD^udds of the 
Kosovo Liberation Army (KLA) dose- 
to ^ brad^ with AltKUDia. hto 
than 9ifi00 ethnic 'Albanians have 
Sed. thrir homes in Kosovo In what 
the w^ nnwriamtwd.as a'rcpeat.of 
■ the “ethnic cZeahsing” carried out 
during th e civil war. 

The Contact Groiqi, eonzprisi]^ 
Russia, the US «Tid its four main 
European auips — Germany, 'ttdy,' 
France and Britain - ordered Mr 
MUbsevic to cease all .actions agaim^- 
the civilian population «^Tiaa ibr 
the “withdrawal of security units . 
used tor ctyillan represston”. No 
awaaiinft was set but Javier Solana, 
Nato secratazy^enmal, said the 
organisation was considering all 
*“Zhne is naaiBg out,” he 
said yesterday in. ^^enna. “The inters 


natinnal community hss. to act . 
idly.’’ But western diplomats in B^.; . 
'grade atgiie timt air st^es. wtiboot 
.'deployment ' of ^to ground tatx^ - 

woUTd deQv^ Eosori) into the* fasAds 
of the ELA and jer^ardise rilbrts to ' 
find a'pblltical solution-tiiat wouid. . 
stop short of giving indepoidence to ' 
the ethnic Albazdan mqjwity. A 

Last month Holbrooke, who . 
has just been nominated as Ok nest - 
US ambassador to the Unit^ - 
Nations, -persuaded Mr lifiloBevfiK to 
meet tm the first time Ibrahim 
Rogova, the moderate Kosovo -Alba- ' • 
nian iMder whose peaceful cam- 
paign for independence has bew i 
riiiaiinae by the militant KLA iir 
Rugova refrises to renew -negotia- 
.tlous with Belgrade until gov^. 
ment forces- withdraw. 

Iifr Holbrooke, due in Belgrade 
hxUiy,' may have scene room for manr. 
oeuvre if Hr Afiloseric.can be per- 
suaded at least to pun back specU ' 
Serbian police units that massacred 
villagers when Be^rade launched its . 
crackdown in late February. 
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Germany set to challenge EU^ 
move to ban tobacco adverts 




By RsWi Mktas in Bom and Mchaal 
smRb ffl Braoels 


CONTENTS 


FT.com 


Germany is to launch a legal 
nhflTimg B a gaitis t European Union 
plans to ban tobacco advertisii^, 
aigcdng Bruasds is overstepi^hg its 
legal powera. 

The move toDows stiff resistance 
to the prc^osals from the Gwman 
gnvammfflit and the country’s influ- 
ential tobacco lobby. Chgarrtte con- 
sunmti<m per head to Gwmany is 
the in northwest Europe. 

The nhflUfltigii in the T .ii n * iii h f in i]g. 
based court is also another exaioplB 
of a gjgnifiraiTit shift m tile European 
policy of Chancellor Hebnut EobL 
Be h^ soug^ in the past month to 
cast himaeif as the ddender of Ger- 
man Tiatiwuii interests against exces- 
riveEU centrahsatioiEL 

Germany announced its decision 
following yesterday’s formal 
ai^irovalby EU countries (tf the law 
to phase out tobacco advwtistog. 

The ban, abolishing almost all 
tobacco advertising and spoDsorsbm 
by 2006, was ^piproved by U of the 15 
EU countries, with Germany and 


Austria against and %nin and Den- 

marif ahctfl m Tn g. 

- The UE. holder of the rotating SU 
presidency, said titers was a firm 
case tor tbe ban under legialatiop to 
bring about a rin^e Eungtean mar- 
keL 

But in Bonn, tVx* economies ndnis- 
try said the ban was essentially a 
health protection measure, an area 
which remained a responsibility fmr 
individual mesaber states. 

The mtoistZT added tiiat controls 
on advertising would violate tbe 
principle of freedom of eqaession as 
well as endangering as many as 
23,000 Jobs to tile tobacco and adver- 
tising industty. The effect on 
branded products would amount to 
an infringement of p r oper l y rights. 

Bonn ofl&dals also argued it was 
Tmrlflwr nbetber as adveartising ban 
was . an appropriate measure for 
reducii^ tobacco consumption. Zt 
was inconsistent, meanvdiile. to take 
such st^ when the EU cemtinued 
to subsidise tobacco forming in 
Greece and elsewhere. 

EU countries agreed tbe tobacco 
advertising ban last December by 


the narrowest marEdns pMsIble 
under the EnTs “qualified majority” 
rules. At the time, Bfr Kohl, who 
smokes a ^pe to private, draoonced 
the plan as ’Tncompiriimsible'’. 

rjist month tiie European Faifia- 
ment voted to back the proposal 
-without amendment, clearing the 
way for yesterday’s final endorse- 
ment 

Under tbe new law, cinmmi and 
billboard advertising will be banned 
attar three yeara. New^taper adv&> 
tisements will cease a year later and 
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most sp(Hisor5hip a year after tha^ 
althoucdt sponsorship of ”worl^ 
events” can continue for another .. 
three years. 

' The law has been criticised across 
G erman industry Which fears slgnifi^ 
cant knock-on eftects. Tobacco com- 
panics are estimated to spteid about 
DMlSOm (SSlin) a year on magazine 
advertisii^. Cigarette smoking 
remains socially acceptable in Ger- 
many and efforts to control con- 
sumption are largely voluntary, Mug 
although the Bonn government has 
sought to step up efforts In this ' ' '* 
direction. 
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ING chief Minderhoud plays 
down tensions at Barings 

Taisons have been growing wHhin ING Baringe, 
the Bwestment bank bought in 1995 by IMG 
aoup, the Dutch financial aecvices company. But 
Marinus Minderhoud. the ING Bank ^lairman who 
has joined Barings as interim chief executive, cSS' 
niissed the problems as 'growing pains”. Page 23 

managers look to Latin shares 

Fund managers looking 

for an upside to the 
recent emerging market 
turmoil are turning to 
Latin America. With 
strong economic funda- 
mentals and sound com- 
panies, some say the 
recent selling has been 
overdone. But others 
feel it may be too soon 
to jump in. The risks lie 
In Latin America's reU- 
mce on foreign fund follows at a time the 
ntem^onal cost of capital remains high. Page 40 

Battle to buy GAN hots up 

me to buy GAN, France's last state-owned 
insurance company, Is intensifying. The two rivals 
tor the purchase - Groupama and Swiss Life- 
meat the offloial state participations and trar^rs 
commission today for final questions before the 
winner Is announced next month. Page 24 

Trans-European indices drift lovirer 

Trans-Euft^Dean equity indices drifted lower in 
lacklustre trading as markets reaet^ wimjflsa^ 
pointment to the vague outcome of the G7 week- 
end consultations on Japan. Page 27 

Pound breaks through Hamer 

■me pound ended London trading above DM3 f 0 € 
the first time since mid-April. But tiw » 
widi>read scepticism about how long sterling 
can remain at such levels. Page 29 

CBS achieves corporate makeovw 

CBS Corporation, the US "“dtegw. 
completed a five^ effort to rem^ We^- 
house Electric, the company it to be. 
business that has emerged - 

work - feces competitiv^,l^g^ButCBSto 
placed ftsatf on a straightforward path. Pago 2Z 

Tough times for Korea’s chipma^ 

,Routh Korea's semiconductor mdusby ts irid^ 
■»TOble. At least one of the tiiree 

expected to quit the sector. A gloM shw^ of 

chips recently boosted^ ^*0 
Koreans incroased capacity, which res^ Ina 
glut as demand unexpectedly stowed. Page 25 

Raster oil orices set to rise 

Priras Of castor oil are ® 

In the castor seed crop in Brazil. *bo 
largest producer. Trade cfflci^ aa^ 

fallto ebout 50,000 tonnes this season. Page 30 
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PolvGram costs Seagram $10.4bn 

4 / • ij. to SSOfen a vear by combining 

... ... Offer revised down after poor second quarter results .h, t»o_ ope^^, 


By Afice Rawsflnm 
and Jotai Gannr fei Loodaii 

Seagram, tbe Canatfian drinks 
and media company, yesterday 
confirmed tbat it is take coo- 
trol of PotyGram. the world's 
biggest music group, from 
Philips, the Dutch consumer 
electronics concern, in a 
310.4bn deal afto* renegotiat- 
ing its tenns. 

Alain Lfevy. president of 
PolyGram, resigned witb 
wnadiate effect as the deal 
was announced. Mr Lfrvy, trho 
disagreed with Philips' sale of 
Us 75 per cent stake in Poly- 
Gram, is thought to have 
signed a lucrative severance 
deaL 


llie deal was struck on Sun- 
day following Seagram’s down- 
ward revision of its origin^ 
FI 117 pm* share offer fhr Fbil- 
ipfi* stoke and the equity in 
pabhc issue. 

Seagram lowered its (tfCer to 
FI 115 last week because af'ttie 
unexpectedly weak second 
quarter performance of 
PolyGram. which has been 
dtftahllised by the sudden 
sale. Poiy^am is expecting a 
stroller second-half perfor- 
mance. 

The cdfer will not be 
fwrtfl this aut m n n , after 
gaagrwm has cleaisd the acqni' 


sitlon, the most e^ensive 
takeover in music industry 
liistoTy, with anti-tnist regula- 
tors, both in the US and 

fintap& ^ 

It is expected to confirm 
soon that Doug Morris. 
f-Tsair man of its Universal 
Music subsidiary, will take 
ehaxge of its enlarged moae 
division. Jan Cook, Poly- 
Gram’s director, suc- 

ceeded Mr L6vy temporarily 
yesterday. , 

Seagram is also presmng 
f flMiad with plans to sell Poly- 
Gmn's film and television sub- 
sidiary. 


Despite tbe announcement 
Of the deal. PolyGram’s shares 
wwa trad^ at around FI 107.5 
in Amsterdam yesterday. The 

discount to the bid price 

reflected some uncertainty 
that it wiU be cleared by 
regulators. . 

Ihe deal would catapult Um- 
versal Music from the bottom 
place among the world's six 
largest record companies to 
the top. because of PolyGram’s 
strength. 

'Hie acquisition would give 
Seagram a 24 per cent share of 
the a year market. Sea- 
gram also expects to save up 


to S3( Xfo ^ a year by combining 
the two operations, which ^ 
could offset current sluggish- i 
no ffg in record sales. 

The deal is also a sigiuficant 
step in the efforts by Edtsu- 
Bronfman Jr. chief executive 
of Seagram, to build a strong 

media business alongside the 
company's traditional drinks 
operations. 

Seagram .innounced sepa- 
rately yesterday that its Uni- 
versal Studios subsidiary is to 
buy a 37 per cent slake in Pori 
Aventura, a Spanish theme 
park, from Pearson, the media 
group that owns the Financial 
Times. 
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Merrill in 
$8 8 5m deal 
to acquire 
broker 

By Edwaid Alden In Tonwito 
and John AuttwR in New York 


GTech weighs 
buy-out in plan 
to lift stocks 


i Alstom launches in style but no change in price 
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By mcbaid WattR to 

GTech, the controversial US 
gaming company, is consder- 
ing a leveraged buy-out as one 
possible solution to its flagpoB 
stock price. 

The said yesterday 

it mi^t stop short of an oul- 
rigtit buy-out by mounting a 
large diare repirchase using 
borrowed money, or even con- 
sider expanding into busi- 
nesses other than its mam 
activity of operatii^ govern- 
ment lotteries. 

GTech it has a 70 per 

cent share of the wOTld market 

far pa tinnal and local gowe^ 
ffiAnt lotteries, includii® the 
US. 

The broad rethink foUows a 
downturn in the company’s 
stock over the past two 
jnnnihst - a decline that may 
In part reflect its doeasiMi to 
seD its lucrative stake in Cam- 
dot, the cemsortium that oper- 
ates the UK national lott ery- ^ 
This year. GTech appear^ 
to breaking free of its 
troubled past after Guy Snov^ 
its chainnan, resigned^A 
British, jury decided to Fe^ 

ary that Mr Snowden had tried 

to bribe Sichaid Branson to 

stop him competing fbr ihe UK 

lottay ccotracL ^ 

GTech'B stock jum ped after 
Mr Snowden’s dep art^ , 
partly reflecting cost-cutting 
by William O’Owmor. the 
pawVa P6W chairman and emat 
Secutive. That housekeeping 
pperguon. which i nflnfle d the 
pale of non-core activittes, Ito 
to a burst of stock market 


mtburiasm fbr tbe company, 
driving its shares from 
a low rf$27% in February to 
more than $40 by the end of 
MardL 

The stodc feU bade to less 
thaw $30 this month. lanimpt- 
ing the strategic rethink. 

Robert izmirUan, an equity 
analyst at Standard & Pooife 
In New York, said the sale of 
OTE^'B 2Z£ pff cent stake in 
Camdot accounted fear part of 
that feU. 

The UK Investment repre- 
sented one of the company's 
best overseas interests. 
Britain’s Office of the Natio^ 
Lottery later cleared the US 

cQnqiany to continue actii% as 

a svq^lier to CamdoL 
GTtech’s diare price decline 
•Inn appears to reflect a 
tWg year in sales of the 
machines used to automate 
lotteries. 

Such were only $iii.«n 
in tbe three months to the end- 
of May, *8-8m lower than a 
year brfore, the campany sa0 
yesterday. That help^ 
account for a 6.8 per cent 
decrease in total revenues, to 
fnxim, and a 8.3 per cent an 

in aftertax income, to $lfi.7ia, 
during the quarter. 

In a brlM statemost yest^ 
day, GTech said it was c oamd- 
ffltng "sevmal altecnatives to 

increase shardiolder value” as 

a way of reversing the price , 

I 

Grech’s shares nee $ift yea-> 
torday moiiiing cm the news,; 
to $33tt- The company eai d ^ J 
stzate^ review was expected 
to take 90 days. 



AftriFscMamoclelofa ■ 
liMvipaed train s oe m ln gly 

burst up through the ridewMk 

outsEfe the New York Stock 

Bteawnge yeeterday, 
Igghili^rtkig PBito-based 


Cr^, deputy chief executive, 
said the FFi205 price, which 

valued Afetom at PFr43bn, was 

In New York, American 


Midland Walwyn. Canada’s 
last large independent broker- 
age hou.se. w.xs acquired yes- 
•tcrd.iy by Memll Lynch, the 
US investment hank. In a 
CSi.3bn iSSSSm) de.-il ihai Mid- 
land hopes will propel the new 
company to the top spot in 
Canadian brokerage senna's. 

The deal, which comes after 
more than a year of specula- 
tion that Midland was on the 
block, gives Midland share- 
holders SC31.89 for each shar^ 
a IT per cent premium based 
on Friday's close of CS2T.25. 
Midland stock rose 19 per cent 
ia.st week on takeover nunours 
and i-* up from C41-* since Jan- 

Midland has been Canadas 
faMest-growing brokerage 
house since it acquired the 
Cimndian operations of Doan 
Witter in 19D1. It had repeat- 
i-dly declared its determination 
to remain independent. Since 
15W. assets managed by the 
company have grown from 
rsdbn to CS42bn. 

Consolidation has swept 
through Canadian securities 
dealing m the last decade. 

The deal represents .i new 
foray into Canada for Merrill 
Lynch, which sold its retail 
brokerage arm in 1990. 

Merrill has made a consist- 
ent strategy of building its 
business in other developed 
markets by buying established 
brokerages and fund roanag- 

PITi- . .. 

1 - i ^t vear it bought Mercury 

Asset Management of the UK. 
and had previously bought 
Smith New Court of the UK. 
McIntosh Securities of Austra- 
lis and FG of Spain, all of 
which were independent bro- 
kers with strong franchises in 
their domestic maikets. 

All these deals are aimed at 
building Merrill's global franr 
chise without the need for a 
mega-merger along the hn^ of 
this year’s deal between Citi- 
corp and Travelers, which 
would require It to sacrifice its 
independence. 

Tbe price represents more 
than three times book value, 
the highest price paid for a 
('.flpniiian brokerage on a mul- 
tiple to book basis. 'Tt's much 
hi^er I ever valued the 
company," said Timothy 
Lazaris, an analyst with Grif- 
fiths, McBumey, adding flat 
the deal was excellent for Mid- 
land. Midland's shares rose 
C$2.70 to CS29S5 by midday. 
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Dickson . 
sink as market declines 
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By Loidn liic» 

BieksoD Concepts, the Hong 
g rtng luxury retail group, is to 

puitw» progjgoas against Aman 

investments worth more 
12 times its net profits last 
year because It expects busi- 
BfM in the region to continne 
to deteriorate. - 

Ta»e grou p yestearday said it 
had made provision « 
BE$2044m ^26.7m) ^ifle 

nrofits for the year to Mme^ 
Sme to HK$l6An. Thep^ 

eompared with HK$lJ5hn the 
prartous year. 
mu boosted by a HK$90lm 

exceptionsl ttam. 

•-Given tbe cuirent nw™ 
conditions in Asia 
group’s belief that the det^ 
Stion in the business envlrcm- 
r'wri will continoe some 


htiw, -flie group has made pro- 
-viaois on the most conserva- 
tive possible on all iis 
Investments in Asia and 
China.” said Dickson Poon, 
cbaiiman. 

Thft group, which has more 
than 320 shops and outlets 
aroond the world, lnclndii« 
the UK-based Harvey Nichols 
CTOUP. said margins were 
"greatly affected” in H^ 
Kong as consumer spending 
slowed and retailers' began 
tbmr sales early. 

Turnover rose manually 
last year to HE$6.29bD. Bam- 
tns per share at the group. 

hefdre exceptional items, sm 

tiiavi bdv^, from 166.3 HK 
eeuts to 66.1 HK cents, and te 
final divldeid is being main- 
tained at 88 HK cents. 

Retail spending In Hong 


TTnn^ has slmnped as a result 
of the slowdown. With unem- 
ployment at a 15-year higl^ 
diare prices at half their peak 

levels, property pri^ 40 
cyit lower and with bi^ inter' 
est rates, few consumers are 
disposed to shop. 

Nonethdess, Dickson (giened 
go ^iwps and outlets in tbe ter' 
rttory selling luxury brai^ 
such as Bscada, Polo/Ralpb 
Lauren and Dickson Watch & 
Jewellery. 

Expansion was also under 
way in Taiwan, where the 
gr o u p now has 81 shops and 
outlets, more than In Hong 
Kong. South-east Asian mar- 
kets wifl be dev^oped on "a 
vmy selective and eontrmled 
basis”, the group said. 

iiim ^ 


21 The Leaning Company 22 
25 Thomeon-eSF 

24 UBS 

22 UnlversBl StudOB S 

25 Visa * 

24 wodwteh “ 

25 YasudaPra'&M^ 22 


Paris stadium to refinance 
with an asset-backed bond 
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Stade de 

_orte stadium in Paris 

iss^ betee ^ 

World Cup fiMl 
«ni ha aecurri against 

ijigs on future ^tertcejts. 

s^um. eomple^ 
November after 

construction, has 

^^tajwray since * taceiH 

SmBullt as 

Sdi^tosoferbeenm^te 


to choose tt as lhar healiqBa^ 

ters. Paris-St-Germaln, the 
laaiWwg dob in Paris, recmitly 
deettned to shift from Parc des 
Pxtnces. Stade de France has a 
capacity of 80,000 - roughly 
the ffurne as Wembley, l^n- 
don’s biggest stadium, which 
also a home dub side. 
Qgiyever, at Credit 

Suisse ^zst Boston, wMeh will 

lead manage the PFrtOOm 
($l33m) offering, saythesto- 

-dinm is hooked out for at leMt 

three years. 

Under the deal, which is 
awaiting approval from the 
Fmdi goveroment. tbe int^ 

est payments on the bonds win 

he serviced by revenues from 
events held at tbe stadiusL 
jinandal Guaranty Insurance. 


a US rom pariy that insures 
h«>ii issure in exchange for a 
fee, has provided a AAA rati^ 

on the bond. This will “TO 

that the oflbrin& which will 
eairy a iS-year maturity, can 
he priced at a relatively com- 
petitive rate for tbe bWTOwer. 

Ihiee French compames - 
SGB, which is part Of Vivendi. 
GTM, a subsidiary of Lyon- 
wiM des Eaux, and Bouygues 
- form the consortium that 
constructed tbe stadium and 
that wUl manage it for M 

years, after whldi it wffl revert 

to state ctmtrol. "nie i ss uanc e 
of asset backed bonds, or 
securitisations, is an increae- 
ingTy popular method for gov- 
ernments and ba nk s to man- 
age tiiejr balance sheets. 
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BROADCASTING LINK BETWEEN RADIO AND BILLBOARDS HERALDS FURTHER CONSOLIDATION IN OUTDOOR ADVERTISING 


Chancellor to acquire Martin Media 


By CbrbtDpher Pates 
in Los Angetes 


Chancellor Media, a leadii^ 
US radio station operator, 
yesterday made its first 
move into outdoor advertis- 
ing with an agreement to 
buy privately-owned Martin 
Media for SeiOm in cash. 

The company, second only 
to CBS in ^ radio busmess. 
said the purchase of Martin's 
13,000 billboard and other 
sites in 12 states gave it a 
solid platform from which it 


intended to build a new arm 
to complement its ovepthe- 
alr commercials operations. 

This diversification from 
its core business of lOB radio 
stations could further 
sharpen competition for scat- 
tered outdoor advertising 
assets, which have been 
fthnnging bonds recently as 
consolidation progresses. 

Earlier month Obie 
Media of Oregon, a specialist 
in transit advertising on 
buses, Crains, stations and 
airports, agreed to take over 


competitor P&C Media of 
Pen^lvanla for an undis- 
closed price. 

Bowlin Outdoor Advertis- 
ing of New Menco. which 
specialises in rural bill-- 
boards, has recently made 
four acquisitions in Texas, 
and earlier this month 
bought a smaller local com- 
petitor operating in the 
south west of its home state. 

It said at tile time that it 
planned to open negotiations 
with sevmal selected acquisi- 
tion targets in the region 


this year and next 

In a sign of growing inter- 
national ambithms. Outdoor 
Systems, the blg^t bill- 
board owner in the US, 
which has extensive 
operations in Canada, 
recently spent ahntst $2S0m 
on buying two (xunpasles in 
Mexico. inwigHtng that coun- 
try’s leader. Vendor, a sub- 
sidiary of the Trievisa diver- 
sifred media group. 

Jeffery Marcus. Chancel- 
lor’s chief executive, said 
Martin ranked first or sec- 


ond in 90 per cent of the 29 
regional markets it served. 
Stressing the synergies, 
which he clawed would add 
immediately to cash Sow, bB 
said Chancellor had radio 
stations in six of Mark's 
markets. More than 40 per 
cent of the acquired comfa- 
ny’s revenues came from 
nmrkets covered by Chancel- 
lor broadcasts. 

The overlap would allow 
the company to offer adver- 
tisers multiple options, he 
added. 


The link between radio 
and billboards marks a 
further stage in a progres- 
sion evident across wide 
swathes of the media indus- 
try as companies seek 
“cross-selling” synergies 
vrtiicb cfiisr advertisers one- 
stop gbnyyin g oppOTtamtieS 
to buy space time in a 
variety of media. 

The Chancellor-Martin 
deal, which is subject to 
regulatory approval. Is 
to close in the tbfrd 

quarter. 


New DSP 
chip launched 
by Analog 
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By Rogsr Tayfor 

in San Randsco 


Five-year makeover nears end 


Metamorphosts: the creation of a media group 


Disposal of nuclear business will complete Michael Jordan’s 
transformation of Westinghouse into CBS, writes John Gapper 


W hen CBS Corporation, 
the US media group, 
sells its nuclear busi- 
ness - expected to be 
acquired this week by an 
Anglo-.AmerieaD consortium 
- it will have completed a 
five-year effort to reinvent 
Westinghouse Electric, the 
company it used to be. 

However, the business 
tbat has emerged - includ- 
ing a US television network, 
a group of local television 
and radio stations, and cable 
channels including Country 
Music Television - faces 
competitive challeoges. 
Nevertheless, compared with 
the prospect of imminent 
banknipt^ tbat faced Pitts- 
burgh-based Westinghouse, 
the venerable industrial con- 
glomerate that lost ite way 
in the late 19905. CBS has 
placed Itself on a strai^tfor- 
ward path. 

“The board wanted to save 
the company, and they have 
been very supportive, even 
when we took very a^res- 
sive action.” says Michael 
Jordan. CBS Corp's chair- 
man. *Tt was very painful, 
but the company survived.” 

Despite the speed of Mr 
Jordan's transformation of 
Westinghouse - including 
about 20.000 job losses from 
its industrial arms > he 
admits it was a second-best 
strategy. 

“The first priority would 
have been to restore 
Westin^ouse to something 
of a modest parity with Its 
rivals, but it tuned out it 


did not have the business 
mix or the financial strength 
for us to achieve that” 

Instead, when he arrived 
from PepsiCo in June 1993 to 
find Westin^iouse close to 
collapse - with $l5bn of bad 
debts amassed by Hs finan- 
cial services arm. pension 
under-funding and pollution 
claims - be had to search 
rapidly for an alteroative. 

He found it in an unusual 
backwater of Weetinghouse 
- its ownership of 30 tocai 
radio stations. These date 
back to 1920. when its Pitte- 
buigta radio station made the 
world's first commercial 
broadcast 

Mr Jordan, whose experi- 
ence as a management con- 
sultant at McKinsey inclined 
him to take a detached view 
of the various assets of 
Westinghouse. decided that 
cash now and grou-th in 
radio made it “the real jewel 
of this place”. 

Although it also had a 
strong defence electronics 
arm, it was valued in the 
Westinghouse stock price at 
about six times cash flow, a 
lower rating than broadcast- 
ing. Mr Jordan decided that 
Westinghouse would gain 
more by selling it 

“Clearly, no insider in the 
company could have done 
what we did. because they 
would have been too wedded 
to the past. They were indus- 
trial apparatus people,” he 
says. 

Westinghoose and Mr Jor- 
dan had a stroke of luck 


when CBS lost the rights to 
broadcast NFL football 
games in 1S94. TUs {urthe- 
weakened an operation that 
was already suffering, and 
prompted Mr Jordan to do 
some research into the busi- 





i ^ 




ness. 

“It was a fkscioating exer- 
cise. 1 took two reports by 
the same analyst, on ABC 
and on CBS. I said: ‘My good- 
ness, CBS is underperfonu- 
ing beeaiise it bad wonderful 
radio stations eamu^ a frac^ 
tion of what ABCs did‘.“ 

The upshot was a deal to 
buy CBS for g5.4bn in 
August 1995, followed in 1.996 
by the acquiation of Infin- 
ity, a radio group run by Mri 
Kaimaan, now president of 
the company. CBS is now 
the bigg^ US radio owner, 
with 260 stations. 
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Y et tbe purehsse of CBS 
has also presented tbe 
company with a hard 
task. The netwoit had been 
hurt by under-investment 
and its loss of tbe NFL con- 
tracL Further, tbe average 
age of its viewers is now S3, 
compared with NBCs 41. 

That maicflg it harder to 
sen to advertisers, who pay 
more for viewers aged 18 to 
34. The network is now 
workii^ to reverse this skew 
in its audience, most obvi- 
ously by paying 84bo for an 
eight-year contract, or SSOOm 
a year, to regain NFL broad- 
cast ri^ts this year. 

Mr Jordan says that CBS 
has also been trying to get 
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Tho prospect of computers 
which can hold a conveesa- 
tion came a step closer yes- 
terday with tbe launch of a 
new high-speed computer 
chip from Analog Devices, 
the US technology groim. 

The (mmpany unveiled its 
new Share distal signal pro- 
cessor (DSP) whidi it said 
was capable of making more 
than ibn calculations a sec- 
ond. 

This is 10 times faster than 
its previous generation of 
DSP and in theory could 

allow computers to under- 
stand a wide vocabulary of 
human speech indepen- 
dently of tbe poson talking. 
Current voice rect^tion 
systems tend to be limited to 
understanding either one 
individual or a wntitad num- 
ber of sentences. 

Tom Starnes of r^taquest 
the market research group. 
aaid the new dup could help 
Analog win back market 
share in tire rapidly growing 
S3.Sbn market for DSPs. 
DSPs are chips which allow 
computers to recognise sig- 
nals from tbe real world 
such as sounds and imag^ 
as wen as electronic signals 
such as radio waves, radar 
and ultrasound. 


Mr Starnes said that 
despite tbe new <di^’s capa- 
bilities. It would be some 
time before an effo^ve 
voice recognition system 
was developed that would 
have a significant advantage 
oyer either communieatii^ 
throng a touch-tone iduxie 
or talking to a being. 

However, there were 
other, mme immediate appli- 
catlons for the new 
such as processing signals 
from radar and medical 
imaging equipment. The 
wwwpany said the first ve^. 
Sion of its new chip would Ire 
for use in telephone 
networks. 

Analog Devices has met 
fierce competition, from 
Texas Instruments, which 
has a 45 per cent share of the 
DSP market. Analog 
Devices, which is focused on 
the h^hertech end of the 
market, has a 12 per cent 
share, with sales last year of 
$l.24bn. 

Texas Instruments said Its 
existing DSP product still 
had several advantages over 
the new Share chip and that 
It planned to launch a chip 
ar^tecture in October with 
a s^nificantly higher perfor- 
mance. T^e groigi aimed to 
develop DSPs with more 
ihan six. the capacity 
Of current models by 2000. 
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advertisers to pay attention 
to the spending power of 
older people. "When we 
started, we were sort of 
laughed at by media buyers, 
but they are now taldiig it 
more 8alously.“ 

CBS will gain a greater 
short-term benefit if Mr Kar- 
mazin, a hard-^vlng execu- 
tive who boosted advertising 
sales in its local radio and 
televislra station group, can 
work tbe same sales and 
cost-entting magic on the 
netwoik. 

If it does not work., there 


have been suggestions that 
CBS might even sell the net- 
work, bnt Mr Jordan dis- 
misses this as unwise. 
“Advertisers pay dispropor- 
tionately to reach a mass 
audience In the midst of 
fragmentation.” he says. 

Mr Jordan deaerit^ Mr 
Karmazin as “a wandsfoUy 
Intense guy, with great cost 
focus”. The cerebral and 
modest Mr Jordan is not an 
obvious partner for Mr Kar- 
mazin, bin he describes tiiefr 
relationship as “noisy bat 
complementary”. 


As it defvdcps, CBS also 
(aces strategic choices. Mr 
Jordan has always diarfained 
buying a film stu^o. on the 
grounds that it would desta- 
bilise earnings. ”1 don’t have 
any interest in the fihn bud- 
ness whatsoever.” he says. 

Indeed, he wnphasises that 
CBS has a more stable eam» 
logs . stream than ottisr US 
media groups, a qoaltre that 
the former Westinghouse 
valued. “We ate posttumed 
at the most stable and 
attractive end of the busi- 


Cornerstone offers $1 bn 
for West Coast firm 
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The Learning Company buys Broderbund 


By Victorta &iRith n Boston 


One week after games maker 
Broderbund Software 
announced a disappointing 
third quarter the company 
said It bad agreed to be pur- 
ebased by The Learniiig 
Company, in a stock swap 
worth S420m. 

TLC. the Massachusetts- 
based producer of educa- 
tional and reference soft- 


ware, said it would tap the 
popularity of Broderbnnd's 
game titles Co build ap its 
sales over tbe internet. Brod- 
erbund's brands include the 
carmen Sandiego series - a 
geography software game 
tbat [^resident Clinton says 
he loves to play with his 
daughter Chelsea, and tbe 
a-D adventure game Myat 
and its sequel Riven. 

“Broderbund has one of 


the most inqiressive poitfo- 
llOB of eve r green software 
Iminds available.” said ftOch- 
ael Periefc. TIC diier execu- 
tive. Broderbund, founded in 
I98Q, was once a software 
success story. A bonans of 
best-selling titles drove the 
group's share price up to a 
o2'Week peak of $37.74 in 
September last year. With 
competition in tbe games 
industry stiffening, the 


shares then faltered, drifting 
down to a low of $1525 at 
the begmning of this month. 

Disappointing sales of 
Riven to below expecta- 
tions sales of S53m for Brod- 
erbund's third quarter. Tlie 
conqiany said last week tbat 
It bad consulted an invest- 
ment bank for “strategic 
advice”, leading to specula- 
tion tbat It would be bou^t 
This pushed up its stock 


price. At midday trading yes- 
tearday, the stock had surged 
23 per cent to $19.75. 

The purchase of Broder- 
bund is part of TTiC’s strat- 
egy to emphasise tbe enter- 
tainment rather than 
edocational side of its buri- 
□ess. Its annual sales are 
expected to jump to about 
$96om, up from $382m last 
year after a series of acquisi- 
tions and organic growth. 


Energy 
producers 
face cut in 
cash flow 


Comaretone Properties, a cornpany formed from the US 
property portfolio of Deutsche Bank, yesteitlay mounted a 
$1bn acc|uisition that wHi give It a signfficaiit foothold on the 
Wwt Coast for the first lime. Cornerstone, whose shares were 
priced at S14 when It joined the tush by prfv^ real estate 
companies to the stock market in April 1997. rose to a high of 
$20 late last yeer, before falling back to $16V& by the end of 
last week. Despite that. Ihe New Yotk-4m9ed eorr^any said it 
would issue S83Sm In stock as part of its purchase of Vlfilliam 
Whson & Assodates, a private real estate firm based in north- 
ern CeBfomla. It will aiso pay around S355m in cash for the 
remakwig equity in Wilson. It will raise S200m of that by sell- 
ing stock to PGOM. the Dutch pension fund which 
owns 31 per cent of the company. In addition. Cornerstone 
will take on $780m of debt with the purchtte, taMng the total 
enterpris e value to Sl.TTbn. 

Richanl Watare, New York 
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REINSURANCE 


$ 80 m catastrophe bond placed 


^ Edwanf AMen ta TenntD 


A group of insurers from the US, Japan and Germany yester- 
day anraxinced that they had successfully placed on the capi- 
tal markets the first ever catastrophe reinsurance borfo which 
will provide protectian against losses related to Japar>ese ^ 
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SAiA- Burgess Electronics 


Universal buys 
Spanish theme 
park stake 


^ Cbrbteiter Fartas in liis 
Angeles, OevU WHIe hi MadrU 
Old John Gapper in London 


CONGRATULATE 


the staff of SAIA-Bui;gess 
on the successftU flotatioo 
on the Zurich Stock Exchange. 
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Univetsal Studios has won a 
foothold in the European 
theme park market with the 
purchase of a 37 per cent 
stake in Port Aventura, a 
2.000-acre Spanish project 
south of Barcelona. 

UniversaL which is build- 
ing a park in Osaka, Japan, 
and recently announced 
plans for a Chinese pilot 
project in Beijing, will take 
I over the management, build 
I three hotels and add a film- 
' related theme park. 

Its entr>' into Europe came 
' courtesy of Pearson, the US 
I media group which pub- 
lishes the Financial Times, 
which disposed of its 40.5 per 
' cent aliare for £40a <$S7a). 
La Coixa, Spain's biggest 
savings bank, which already 
hdds a 33.0 per cent, wiU 
take 3.S per cent 

Pearson's interests in loea- 
tiofl-based entertainment are 
concentrated in the Tuss- 
auds group, best known for 
its waxworks museum in 
London, and Alton Towera 
in central England, which 
recently bought Thorpe Park 
from BMC. 

Marjorie Scardin^ Peaison 
chief executive, said the ^ 
posal would “enable the 
TuSSaudS »>J»»agpnw»f 

to focus its efforts on lnte^ 
nffrt»nal operations where h 
baa full management con- 
tror. Pearson will also 
receive £ldm in cempensa- 
tion for ending a manage- 
ment contract. 

It paid £37.5m for its Stake 


in Port Aventitra. which 
opened in 1995, and now 
draws about 3m visitors a 
year, produdng annual turn- 
over of PtalMm (S99mj. 

Pearaon said its sale of tbe 
stake would not affect its 
commitment to expanding 
its Tussauds group enter- 
tainment arm internation- 
ally. The group, which owns 
other international 
operations such as Scener- 
ama in Amsterdam, recently 
started work on a new Toss- 
auds site m New V«k and 
has plans for another in Las 
Vegas. 

Analysts said tbe sale indi- 
cated that Pearson was 
unlikely to dispose of Toss- 
auds as a iriiole. whfeb some 
have suggested would help 
in its effort to focus more 
stnmgly oa ibwer media and 
p uhiishin g business8B. Pear- 
son shores closed l4p down 
at Idolp. 

For Universal, tbe pur- 
together with its plan 
Co add hotels with 1.500 
rooms plus a new park, rep- 
resents the bigge^ inyest- 
meet in a tourism project in 
Spain and is the group’s 
mast axcbitiOQs overseas 
move since the Osaka proj- 
ect, due to open in 2001 . 

The group is also buDdlng 
a second park is Florida and 
expanding its flagship Uni- 
versal Studios site to Los 
.Angeles. 

The other main partner, 
with 20 per cent, is 
Anheuser-Busch, tbe US 
brewer known Cor Its Sea 
World attractions featuring 
performing whales and 
dolphins. 


Canadian oil and gas 
producera are facing an 18 
per cent dn^ in cash Sow 
this year if oil prices do not 
rise above US$16 a barrel, 
according to an Industry sur- 
vey. 

Tbe top 100 publicly traded 
oil and gas compaities will 
see cash flow drop from 
C$i2.7bn last year to 
CSlO.Sbn (USS7.07bnj even If 
volumes increase by 10 per 
cent and natmal gas prices 
remain at least US$2 per 
thousand cu ft. according to 
the I99B annual survey by 
Price Wateriiouse. 

The Canadian industry is 
relying on stronger gas 
prices to salvage wbat would 
otherwise be a miserable 
yeer. said Rick Robtege of 
Price Waterhouse. 

Canadian integrated oil 
and gas producers have 
shifted drilling budgets into 
gas to take ath^tage oi new 
opportunities provided by 
the completion of new pipe- 
line capacity to tbe US. 

The new pipelines, which 
will add about Z.5ba cn ft per 
day in capacity, will allow 
gas producers to take advan- 
tage of higher U5 delivery 
prices, which averaged 
US$1.17 more per ihoHsanri 
cn ft than in Canada. 

US gas demand is also 
expected to exceed domestic 
solely by more than three 
trillion cu ft In 1998. most of 
which will be supplied by 
Canadian gas producers. 

The study says tbat dlffi^- 
ence in stock price petlbr- 
mance between companies 
leveraged to gas and compa- 
nies leveraged to oil has 
never been w^er than jq 
the Brat quarter of this year. 

But the stronger gas mar- 
ket will not be enoogb to 
recover losses on the oil 
side. 'The Indnsliy had antic- 
ipated prices of US$13$20 a 
barrel tor 1995. which have 
not been approached due to 
the Asian crisis and oonOo- 
ued world oversupi^'. 

In spite ol the continued 
we^mess in ofl prices, c^- 
tal spending in tbe industry 
readied a record C$lS.2bn in 
1997. This is expected to tail 
off as the number of new 
wells drilled declines. 


typhoons. The deni raised $80m. 

Yasuda Fire & Marine, the second largest Japanese general 
insurer, will be reinsured against typhoon losses by the deal, 
which also allows it to access intemalional capital rnarkets. 
Aon Capital Markets, a dlviaon of Aon, the ChicugobBsed 
insurance broker, structured and placad the bonds, while 
Munich Re, the world's largest reinsurer, providbd drect risk 
partietpatfon and loss verification. The bonds wM pay a yield 
of 3.70 percentage points above the London Inter Bartk 
Offered Rate over the next five years. This can be extended 
to seven years at Yasuda's opfion. However, If Yasuda » hit 
by either one large typhoon, or two smaller separate 
typhoons, Investors run the risk of losing their income. 

John AifViers, NeMrYbilr 


CEMENT 






Cemex sells Spanish interests 


Cemex, Mexico’s leading cement company, yesterday 
announced the SzeOm sale of its operafions ei southern Spain 
amid jXarw to go on the acquisition trail in south-east Asia, it 
said it had sold the SevOle-based Alcali de Guadaira, a part 
or its Spanish substdtary Vaienciana de Cementoe. to Grupo 
VaiderTfvBS of Spedn. The sale represented about 1 1 per cent 
of Cemex's operations in Spain. Press reports last wedt said 
Cemex was one of the bidders for Semen Gresik. an Indone- 
sian cement company 65 per cent owned by the govemmerrt. 
Henry THcks, Mexico Cite 


DEinSCHE BORSE 


Nasdaq explores link 


htedaq. the oomputensed US stock acchange specialfsfng in 
stocks, and Deutsche Borse, which runs the 
Frankfurt securities exchanges, are aetUng up a working 
Btoup to look at joint business opportunities. This will indude 
technology and maiketing experts. Andrew Fisher, Frankfurt 
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PBODUCTIOW ITALIAN GRO UP'S CARS AR M SUFFE RS IN CREA SING COMPETITION _ 

Fiat hit by setback in Brazilian market 


By Pad BOls ta IMi 

Fiat's first-quarter profit 
margfDS in its core car busi- 
ness slomped fit)m 12 per 
cent to s' mere 0.1 per ■■w nt. 
largely because of the slump 
is the Raziliaa car market, 
one 4^ its most important 
foreign xnaAets.. 

Paolo Cantsrella, chief 
executive, yesterday also 
told the company’s annual 
meeting that operating 
income of car operations 
would be lower than last 
year’s Ll,466bn opera ting 

S profit on sales of L50.7S4bD. 

’ However, be said the 
group's overall pre-tax 
income this yeer would be in 


line with last year^ pre-tax 
profits of U,18Zhn. Group 
revenues were eiqpected to 
rise this year to iJ^WIba 
(S53.9bn> firom L89,S66ba in 
1997. 

On a comparable basis ani? 
taking into account the 
BTOtQ’s disposal of its Snia 
<Aemieats and bio-medical 
business, 1998 revenues 
would show an 8 per cent 
Increase over 1997. 

Mr Cantarelia said Flat 
had conuileted last Friday its 
public offer of its Snia 
shares ^vix^ rise to a gross 
ccudial gain of about LSlObn. 

bt the first quarter, group 
sales rose 10.7 per cent to 
L23,OQObn and pre-tax operat- 


ing income increased from 
L45ClbP to L548bn. 

However, the big ghalleng a 
for Paolo Fresco who for- 
mally took over as Fiat 
cbaipnan yestoday, will be 
to i m prove the meagre prof- 
itabiiity of Fiat's car 
operations, accounting for 
about 56 per oent of group 
aetxviQes. 

Apart fixm the slump in 
Brass, mazgins at Fiat Asb^ 
the car division, have 
declined as a resolt of the 
company’s aggressive sales 
policy in the face of an 
IncreasixiiSy competitive car 
market. 

Tbe e&d of Italian govern- 
ment new car incentives 


next month is also expected 
to pot Fiat's domestic mai> 
ket under greater loessnre. 

Mr Frei^ acknowledged 
yesterday that Fiat faced 
“difficult and complex” 

nhaT l awgoe 

He said he wocOd vatk. in 
partnership with Mr 
CantareDa to create greater 
value fbr diareholdera. 

Automotive industry and 
fSnandal analysts expect 
to became drawn into 
the emrezit oonscjldation in 
the world car Industiy evmi 
thou^ the company has. so 
ihr said it was not in signifi- 
cant talks. 

However, after the meet- 
ing; Mr Aesco said that alll- 


mxe not “a necessity” 
for Flat, ^though he also 
^Id the group would not sit 
back and watch ahoold alli- 
ance cippartDziities arrive. 

tM in the past oonsid* 
ered alliances, acquisitions 
and mergers with Citroen, 
Ford Eurt^e, Chrysler and 
Renault 

Giovanni Agnelli, the Fiat 
patriarch and the company's 
honorary chalrzaan, paid 
tribute yesterday to Cesare 
Bomiti, the outgoing chai^ 
man. The annual meeting 
was told that Mr Romiti. 
who spent nearly 25 years at 
the top of Fiat received a 
retirement boons of about 
LiOSbn in the absence of 


Stock options. Stock (q)tioo 
schemes have coaly recently 
been autbcxised in Italy. 

• Snel, Italy’s state-owned 
dectriciiy giant has ^ed 
a memorandum of lmde^ 
standing with Fiat j^vlo, the 
car group's defence subsid- 
iary, to create a joint ven- 
ture for electricity genera- 
tion. 

The venture, the fourth 
agreed by Aanco Tatd, Enel 
chief executive, in 12 
months, would see the two 
groups formiis a generation 
company that operates in 
Italy, Poland, Argratina and 
Bra^. where Fiat already 
has a stroce manufacturing 
and maiicetiQg base. 


ING’s Minderhoud seeks to give direction to Barings 

D^rte the loss of several senior executives, the investment bank’s interim chief executive remains upbeat, writes Clay Harris 


I MG Group, the Dutch 
financial services com- 
pany, last year vetoed 
plans by its London-ba^ 
INO Barings investment 
bank to tud fbr the equities 
bnriness fiiat National West- 
minster Bank later sold to 
Bankms Trust of the US. 

ING made the decision 
because it had its banda fun 
with Belgium's Banque 
Bruxelles Lambert, a long- 
time takeover tai^t that 
was finally within ite gjr^. 

But tim failure to proceed 
with the equities expansion, 
even tbou^ NatWest Securi- 
ties personnel were lu^gty to 
Join Barings, was an early 
sign of tensions that have 
since led not only to the loss 
of a string of s^or mana^- 
ess but also to the resigna* 


executive, last week dis- 
missed the episode as “grow- 
Ing pains”. Baring had lost 
talented individuals, which 
was unfortunate, but ‘Tiring- 
ing in new blood is very 
often good for the business”. 

The most recent new Uood 
did not last long. Axjun 
Mathrani, recruited as ctuef 
executive after a long earete' 
at Chase Manhattan, quit 
last month alter a disagree- 
ment over European strat- 
egy. Mr Afindmhoud said he 
regreted Mr Mathrani’s 
departure, but “it wasn't 
disastrous at all”. 

Acknowledging the Nat- 
West flirtation, whicdi pre- 
ceded Mr Mathrani’s 
entrance and exit, Mr Min- 
derboud said this did not 
mean ING was not interested 


advice. eq)ecially at the tcy) 
segment of the market. 

“In other Enrcgiean coun- 
tries, with a few exceptions 
in the Netherlands and in 
Bej^um, that's not our core 
business,” Mr Minderhoud 
said. ING’s tiaditimml focus 
is on medium-sized and 
gmaTiptp coanpanies, BBL "hag 
a shnliar profile in Be^mn. 

&i the new ING Barings 
Investment Bank Western 
Borope, ‘^re’U marry those 
two strategies and build 
whatever malms sense”, Mr 
Minderhoud said. The ceusbi- 
nation was pa^ng oft 
n^G Barings advised the 
Dotch group ENP BT on the 
recent disposal cf its paidtag- 
ing division, which raised 
FL34bn (gl.Tbn). 

*Tt started with the ING 


that Some of our customers 
may do a transaction with 
anotba: firm as weU. That 
doesn't mean that we have 
lost a cnstmner.” 

The original acqnisztioa of 
Barings little to do udth 
Euitipe. It was driven more 
by Barings' position in 
emerging markets, where 
JNG Bank itself was strcmg. 

“We are the leading 
BtwRTg i Tig market bank 
we ti^ definitely continue 
to be so," Mr Minderhoud 
said. “Is a sense, we are 
rebalancing our investment 
banking presence in the 
W(^d by adffing weliht to 
the developed markets.” 

ING Barings’ key phrase 
in emetging marimts is “sus- 
tainable infrastructure”. Fbr 
Latin America, that meant a 


tion of ING Barh:^’ chief in equities. 


executive after only five 
months in the Job. ' 

Id some eyes. Umdon and 
Brussels are now competing 
for the fevonrs cf bead office 
in Ams'terdam. There is 
widespread talk of ‘implo- 
sion” at Barings, whibh :MG 
bou^t fbr a notional £1 in 
1995 after Nick Leeson’s 
trading brought the venera- 
ble institution to hs knees. 

Marinus Minderhoud. the 
ING main board member 
and ING Bank chairman 
who has parachuted in to 


“It is our ambitioa to be 
among the top players in 
corporate and investment 
banking in Europe. We 
intend to offer a fall range of 
products to oiur customers in 
western Europe. We recog- 
nise that fiiat indudes equit- 
ties and that we have to 
build'tbat, and we wiE” 

The tensions that have 
arisen within ING Barings 
reflect in part tiie different 
strengths of the business. 

Brothers in the UK is 
oriented stran^y towards 


Barings as interim chief mergers and acquisitions 


within our ranks we would 
not even have bothered to 
give it a try." 

He was unpertutbed that 
some of ING Barings custom- 
ers appeared to be leaving tt, 
foltowii^ some of its former 
senior executives - for 
example. Simon Borrows 
and James Lupton. who 
have set up a European 
office fcur.tiie US omporate 
advismy boiztiqae GreenhSl 
&Ca 

"We have a very loyal cars- 
tCHDBT base. Tm grateful for 






connection," be said, “but if retrendhmant in local pres- 
we had not had Bluings enoe and the decision to cen- 


tre coverage in New York, 
following the example of 
most US investment banks. 

Crmcerning Asia, Mr Mln- 
dettaoud said: “We went into 
some markets too quirddy, 
anri X don't irninH admitting 
develc^nnents didn't unfold 
according to plaiL Tou have 
to aih'ust” In Latin America 
atul Asia, as in central and 
east^ Eurtgre; ING Barings 
believes it sow has an 
acceptable cost base after 
cnti^ 200 Jobs. 

Mr Minderhoud said ING 


Uarfmis MlnderiKMi± *00111 Wood is oRen good for the butiOess* 


Barings was happy with the 
progress of Furman Selz. the 
US Investment bank It 
bcm^ for $42Sm last year. 

Further US acquisitions 
were in ING’S plans, but 
probably not imtii after 2000. 

One of Mr Minderboud’s 
most pressing tasks is to 
find Mr Mathrani’s succes- 
sor. “The chief executive 


Bayer plans 
to shake up 
chemicals side 


Andrew nthar In ftankfixt 


Bayer, the German 
cbemicils and pharmaceuti- 
cals group, yesterday 
announced plans to restruc- 
ture its chemicals businesses 
to improve their competitive- 
ness and growth prospects. 

It will cut the number of 
divisions from three to four 
by merging its inorganic 
chemicals activities with 
other business groups. The 
changes, tairfng effect from 
next January, will Involve 
operations with turnover of 
some DMT.6bn ($4Ji6bn) out 
of a total last year of 
OMSObn. 

Bayer has already trans- 
ferred its titanium dioxide 
and silicone activities to 
Joint ventures with US com- 
panies. This year, it formed 
a venture with General Elec- 
tric. of the US. to combine 
their silicone businesses in 
Europe, Africa and the Mid- 
dle East. 


Bayer has also linked with 
Kerr-McGev in a titanium 
dioxide operation with sales 
of about DM-fOOm. 

BajxT said i( would form a 
new basic and fine riteoticals 
business aroup to put 
together file ncuvitics of its 
present inorganic and 
organic chemicals units. 

Total sales will bo about 
DM2.lbn. 

It is also forromg a perfor- 
mance chomicals business 
unit for the hn'itber and 
paper induHlrie.s, textile 
cbmicals and polymer addi- 
tives, which will have sales 
of about DM2.5bn. 

Vl^thin the polymers divi- 
sion. Bayer is bringing 
together its oper.ition.v in 
coalings raw maierials with 
those in adhesive raw mate- 
rials. colourants and inor- 
ganic and organic pigments. 
This coalings, colourants 
and special raw materials 
business unit will have .sales 
of some DMJbn. 


Claas dismisses 
talk of Ageo deal 


role has not changed, and 
there’s no reason to change 
ft either," he said. 

ING had an internal short- 
list, but there was a good 
chance the new chief exec- 
utive would come from out- 
side. And Mr Mindefitioud is 
in a hurry. “Fd like to be out 
of here in ei^t we^s. Fm 
an ambitious ptason.” 


By Peter Maish 

Claas of Germany. Europe's 
biggest maker of combine 
harvesters, yesterday 
rejected the advances of 
.Ageo. the US agricultural 
machinery company. 

It also annouRoed it was in 
taltea to buy a lar^ tractm* 
producer, bared in former 
East Germany. 

The privately owned Claas 
said it saw no difileulty con- 
tinuing as an independent 
manufacturer. Talk that 
Ageo was keoi to buy Claas 
was “wisbfbl thutiring” on 
the part of Robert Ratliff. 
Ageo chairman and chief 
executive, who had said be 
was interested in taking over 
the German group. 

Claas. based in Harsewin- 
kel, near Hanover, said It 
was taJkmg to the BVS, Ger- 


many's privatisation agency 
for the former communist 
part of the countr>', about 
bu>'iDg Landtechnik Schdne- 
beck (LTSi, which in the 
19S0s was pan of East Ger- 
many’s hig tractor combine. 

TTie combine was at one 
time one of the world's big- 
gest tractor producers, 
employing 30,000 people. 
However, since the fall of 
the Berlin wall the work- 
force has shrunk to only a 
few thousand. 

While Claas gave no fur 
ther details, it said the pu^ 
chase of LTS could proride 
additional Aictar)' space to 
allow the company to con- 
tinue its recent axpaosion. 

Claas last year saw soles 
rise by more than 30 per cent 
to DMl.9bn (81.Q6bn). with 
pre-tax profits up nearly 50 
per cent to DMl35m. 
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a survey of the Ibp 1000 bonks 
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OFFER WORTH £25: 

Subscrfto to The Banks 
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free issues phisa 
compi em enl Qr y copy of 
EBANKER. 
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Invented for you 
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HEAVY ENGINEERING CONCERN OVER IMPACT OF ASIA DETERS US INVESTORS 


Alstom share price unchanged at launch 


By Andrew EdgediftosMiDsaa 


Shares in Alstom, the heavy 
engineering business floated 
yesteniay by GEC of the UK 
and Alcatel of France, closed 
unchanged from their 
launch price despite heavy 
trading on the &i^ day of 
dealings. 

Jim Cronin, deputy chief 
executive, said the FPr205 
price, valued Alstom 

at F^JSbn, was “iair" given 
that the Asian ecoziomic tur- 


moil had dented share prices 
in Paris, London and New 
York since it set a FFr190- 
FFt220 price range. 

Mr Cronin said US inves' 
tors had been concerned 
about the impact of Asia's 
troubles on the group's pe^ 
formance. 

hess 15 per cent of 
the shares went to US inves- 
tors, with 30 per cent firom 
France, about 27 per cent 
from the UK and 38 per cent 
from tbe rest of Europe. 


The group confirmed that 
tbe ofihr o[ a maiortty stake 
in Alstom was three times 
subscribed, and that GEC 
and Alcatel will therefore 
each be left with a Zi per 
cent stake, rather than tbe 
24 per cent maalmnm. 

More than 210,000 GEC 
and Alcatd sbar^lders - 
about half of the investois in 
the two con^iaides - applied 
for tbe ofthricg. Alstom said 
that appUrations from GEC 
shareholders ibr iq> to 655 


shares would be met in fall, 
but that huger spphcaUcois 
would be sealed back. 

About 25,000 of the group's 
110,000 employees took up 
the offer to subscribe for 
shares at a preferential rate 
of FFr167. Demand less 
buoyant than among the 
1,700 ingHhitiotifli sharehold- 
ers, with 60 per oeat of the 
shares on offer being taken 
im. Only lO per cent of the 
UK staff suhscribed tor 

shares. 


Mr Cronin ^ tbe com- 
pany felt that the shares* 
10-15 per cent discotmt to ils 
Swlss-Swedish rival ABB 
was Justified givffi its lads of 
a record, but said he would 
be ^sappointed if Alstom 
was stin at a disconnt to 
ABB in five years. 

The group's primary list- 
ing is in Paris, where 
FFr3.2bn worth of shares 
changed witliin a nar^ 
row price range yesterday. 
in. London, trading of its 


UK dQMsitary rec^pts was 
rnmtmai and tbo price dosed 
unmoved at S20.S0. In New 
York, where Pierre Bilger, 
Alstcw djainnan rang the 
gto glr p yrhang e bdl at the 
dose of tttuling. the Ameri- 
can Depositary Receipts 
were priced at 
Mr Bilger eaiifo *7176 begin 
life as a pablidy-^uoted com- 
pany with a quality 6bar^ 
holder base and a sound 
platform on u^ch to realise 
our ambittons." 



Rivals await decision on where GAN is going 


The two bidders for France’s insurer 
in state hands appear evenly matched 


Tbe Italian government's 
sale of LS,800bn (gl.6bn> 
worth of Ent shares last 
nx^t appeared to have got 
off to a strong start, with at 
least 400,000 domestic Italian 
investors offering to buy 
shares on the first day. 

Individuals close to the 
sale said the number of 
retail investors who have 
taken up the ofEbr exceeded 
tlie 300,000 who subscribed 
on the Gist of the fiiird 
offer of Eni shares last 


summer. 

The price of shares in the 
oil and gas conglomerate 
yesterday fell 1.58 per cent to 
dose at Lll,166. . Tbe Milan 
stock exchange's Mibtel 
index fell 1.60 per cent 

On Saturday, the 'lYeasury 
fixed a marimiim price for 
Hie sale of shares to 7S0m 
retail customers of L11.6S0 a 
diare. 'Ihis has almost cer 
tainly set a cap for Eni 
shares until the offer period 

gnria this JYiday. 

The drop in the share 
price could strengthen mCe^ 
est in tbe (tffer among Italian 
retail investms. 

Ihe final offer i»ice, to be 
aiuunmced on Saturday, vrill 
be the lowest of the Trea- 
sury’s mflirimitin price. Eni's 
closing price on Frid^ n^t 
and the price paid by institu- 
tional investors for the 2sam 
shares In the institutional 
offer. 


T he battle between poten- 
tial buyers of GAN. 
France’s last state- 
owned insxuence company, 
is intensi^ing in the fii^ 
da^ before its privatisation. 

The two Femalning candi- 
dates - Groupama and Swiss 
Life - meet the offidal state 
partidpatlons and transfers 
commi^on today for a final 
round of questions before 
Dozniitique Strauss-Rahn, 
economics, finance and 
industry minister, 
announces his choice by the 
start of nest month. 

Meanwhile, the French 
press has been full of arltical 
stories on the competing bid- 
ders in file sale of the last 
siimiflcant chunk of the 
domestic insurance market 
likely to be available for 
some time . 

niiere aren't many oppor- 
tunities to gain a siseable 
foothold in what is an impor- 
tant market,” says Lewis 
Phillips, insurance analyst 
at Fcoc-Pitt Kelton. 

Those looking for hints on 
the outcome could do worse 
than study this spring's deci- 
tion by Mr Strauss-Rahn to 
sell the oiAfarfty of CZC, the 
bank previously owned by 
GAN, to Credit Mutual. He 
argued that it offered the 
best “industria]** plan for 
development 

i^ainst a backdrop of hi^ 
unemployment and vocal 
unions, and politicians 
around tbe country closely 
linked to CIC, Credit 
Mutuel's cmnmltznent to l»c- 


serve and even create Jobs 
went down well 

The dedsion - overruling 
the rival bids by ABN Amro 
of the Netherlands and 
gociate G^rterale - also 
suggested a preference for 
mutualists and Frendi com- 
panies over quoted and for- 
eign groups. 

This would appear to play 
in favour of Groupama, a 
mutuallst with the vast 
majority of its business ooo- 
centrated in rural France, 
where it dominates the pro 
vision of insurance to the 
agricultural sector. 

In the latest gesture of 
suppmt for its bid. the onioo 
Force Ouvridre yesterday 
praised the job preservation 
aspects of GroiqBma's plan, 
against what officials 
dubbed the “financial 
approach” of Swiss Life. 

But tliiiigs may not be as 
simple as they seem. 

A number of the rural 
“general” or tied agents who 
sen GAN'S insurance prod- 
ucts have lobbied hard In 
the past few days aga^ 
Groupama, fearing their jobs 
would be pat at risk by 
duplication with the pur- 
chaseiB' extmtsive rival rural 
netwerrk. 

Others Gnnqtama - 
in reality a collection of dif- 
ferent re^onal mutuals with 
sometimes conflicting intm:- 
ests - could face difficulties 
in TTiflTiag in g such an ansbl- 
tlous acquisition, which 
would make it the country’s 
second-largest insurer. 



DoRitafqiM Strauae-Katin; d eeiafa n to be anneuneed by naaO month 


Tibmx HumpMas 


In particular, they suggest 
that it may have soote diffi- 
culty in raising tbe FFrSba- 
FFnobn ($836m-61.7bn) it 
estimates is necessary to 
invest in GAN, and that its 
objective of achieving at 
least FFrSbn of this from 
GAN'S own fnture profits 
will damand tough restruct- 
uring measures. Groupama 
replies that it has sub^an- 
tial reserves and tiie ability 
to seek financing through 
tbe markets. 

More broadly, critics sug- 
gest that Groupama's 
strongly domestic focus 
means that it wiD be less 
well equipped to hefo Play 
on and farther develop 
GAN’S international activi- 
ties - at a time when there 
is growing trend to cross- 
border bnsiness within 
Europe. 

Swiss Life, vdiich is aim- 
ii^ at a 10 per cent return on 
equity from its Investment 
in GAN, has the advantage 


of ofibring little overlap In 
operations and a stronger 
interaatitmal network. 

Its Kariftaegi n- aaro partner- 
ship with the Onion Bank of 
Swttxtflazxd also provides ft 
with an alternative distribu- 
tion network for contracts 
Issued by GAN, whose com- 
amrdal »»»« with CIC have 
weakened now that Crddit 
Mutuel has control of its for- 
mer bonking subsidiary. 

Yet Swiss Life has also 
come in for criticism. It was 
attacked for faffing to indem- 
nify iis non-Swiss clients 
when it demutualised last 
year - although its advisers 
stress it acted entirely 
within the law. 

Othms suggest that it is 
vulnerable to changes in 
ownership, given that 25 per 
cent is owned by UBS even 
if those close to both groups 
have stieued there are no 
current plans for thfe hold- 
ing to be sold. 

Swiss Life has certainly 


done ftself few fevours by 
refusing to <-nTnpipnt on frie 
attadcs or even to attempt to 
explain its propcsaL 
Tbe winning is 

likely^ to be required to 
undertake further restruct- 
uring at GAN, which ana- 
lysts Buggest has a top^eavy 
management structure. 
Some pose questions about 
whether the group’s era- 
sure to construetian insur- 
ance Is adequate reserved, 
and If provisions against 
penrioDs mis-seffing in GAN 
Life in the DE are sutfident 
The eonn^tition has at 
least assured that GAN 
fthrwiiii achieve a leasoiiable 
price - likely to exceed 
FPrl6bn > which will help to 
retmbune the taxpayer for 
more tTmn FFi20ba in subsi- 
dies provided to the insuim- 
ova- the past few years. 


Christopher Adams 
and Andrew Jack 


Mol invites bids 


for share of its 


FINANCIAL TIMES 
Conferences 


oil refining unit 


WORLD WATER 


By Kestar Eddy ta Bndisiest 


The 2nd Annua] FT World Water Conference 
A New Outlook for Public-Private Collaboration? 


MoL the Hungarian off and 
gas company which is seek- 
ing a partner to develop its 
refining division, has invited 
bids from multinational oil 


15 dl 16 September I99S, Roy<U Lancaster Hotel, London 


This yur’s event comes at a time of risk and uncertainty tor the global 
water industry. The repercussions of the financial crisis In Asia, and 
changing political regimes in countries throughout the world, 
are making much-needed hnprovemene to water supply 
infrastructure hr harder to achieve. 


CONFIRMED SPEAKERS INCLUDE 


Mr Bin Alexander 

durf Exmaivt 
rhoffws IVanr Pie 


Dr J^iaa Bastia 

Dlrecicr of the Municipal and 
Cnvimimriiraf /n/ronnicRinr Team 
European Bank for Peeonstmelion and Development 


Mr Pteben NMsen 
Manager, Water Sto>ply 
Urban Development A Hoastng iWettl Oivuion 
Asiufl OeveJopmenr Bank 


Dr Helniat BlOch 

Head pf Water Sector 
Directorate D. Directorate-Cenerai XI 
Earapean Commissian 


companies. 

Mol plans to spin off refin- 
ing into a separate company, 
with the partner firing a 
stake of between 10 per cent 
and K per cent, ptroviding 
know-how and development 
capitaL The Hungarian com- 
pany wtnild retain contxoL 

Tbe company hopes to find 
a partner by tbe end of the 
year to help drive down 
costs and lift output at its 
two refineries, which c^ierate 
below capaci^. The partner 
would benefit from an estab- 
lished base from which to 
expand Its local retail activi- 
ties. It could also gain access 
to Mol's logistics system to 
control supplies. 

''This is a strategic 
regional partnership In 
wUch both parties would 
share the risks and bene- 
fits,” Zoltan MandokL Mol 
chief executive, said. 


Two multmationals are 
belfeved to be on a shortlist, 
but Mol would not disclose 
their identities nor tbe valne 
of the deal 

Shell would be tbe most 
obvious partner. The Anglo- 
Dufadi oil group is second to 
Mol in tbe Hungarian mar- 
ket with about 100 stations, 
and has a presence in nei^- 
bouring countries such as 
Slovakia, said Frances 
Cloud, an^yst with Nomura. 
However, Shell usually 
wants to control qpeiations. 
Ms Cloud added. 

Other possible companies 
on the shortlist intdode Brit- 
ish Petrolenm, Agfo of It^ 
and Aral of Gcraiany. 

A joint venture would help 
underpin Mol's drive to 
toowase its share of domes- 
tic and regfonal retail mar- 
kets. Its domestic market 
share has inenesed from a 
low of about 32 per cent in 
199Q to about 40 per cent. 
Abroad, It operates 30 sta- 
tions and wms to increase 
tills to 150 by 8002, eonceu- 
trating on Romania and 
Slovalda. 


Mr Yiaoeat Gouanic 

Manager. Weder and 
Sanitation OiviiioA 
The World Bank 


Dr Leon Awerbneb 
ITrr President, 
5nuar Regioaal BepresentaOve’Middle East 
Overseas Bcehtel. ItKOrpenaed 


GE Capital in 
Czech bank buy 


By Hobart Aadtreoa to Prague 
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GE Capital, the finandal 
services arm of Gfsisal Elec- 
Cric. the US conglomerate, 
yestKday e:q;>anded its esn- 
iral European banking 
operations to tbe Czech 
Republic by buying Agro- 
banka, a retail bank under 
forced admin- istration. for 
KCSOOm 

Agrobanka is the second 
big Czech bank to be taken 
over by a la^ foreign finan- 
cial institution, following the 
sale in March of Investicni a 
Fostovnl Banka to Nomura 
Securities, of Japan. 

C£ Capital Sank, a Czech 
unit GE CapitaL acquired 
KCSObu of selected assets 
from Agrobanks and tbe 
coDtraJ bank will liquidate 
tlw remainder of Agrobanka, 
with a farther Kfi23bn in 
assets. EstebUshed last 
month with a basic capital of 


E;d2bn. GE Ca^tal Bank will 
keep tbe Agrobanka tradfog 
name but Intends eveotoaHy 
to use tts own. title. 

GE Capital already owns 
Budapest Banh in Hungary 
and GS Capital Bank 
Poland, both of which it 
bought in late 1995. 

GE Capital and tbe Czedi 
central bank have bed in 
negotiations over a transac- 
tion structured by HSBC 
Investment Bank for more 
than a year. The central 
bank bad initially hoped for 
a price nearo* ^4bn and at 
one point looked at the cost 
of liquidating the bank 
rather than wpiiTHg ' it, 

Tbe European Bank for 
Reconstrsetiem and Develop- 
ment was eqiec^ to be a 
strat^ic investor but it Is 
believed that negotiations 
with GE Cqdtal stombled on 
the size of its stake and the 
length of its mvotvement 




French defetiGe 
group back in 


.■ till/ 


iltest to^ 




private hands 


By Robert GraftamkiFaffe 


^ ■niomson-CSF. the French 
' defence electronics group. 
I yesterday zetuned to niqjoi> 
ity private owneikhip ato 
16 years of state control - 

Ihe move was part of a 
xeorgazdsatioix of tiie coun- 
try’s defence sector insti- 
gated by the Jospin govem- 
znaxf last October. 

By te subscribe 

to a 40m new share issue 
worth FFrlObn ($L7bn). tbe 
Stale’s dinset 5&3 per cent 
stake fen to 42.9 per cent hi 
Europe's largest defence 
dectroDics group. 

AlcateL the telecommuol- 
cations engineering 

company, Dassault Indus- 
tries, the aviation family 
holding, and Aerospatiale, 
the state aerospace group, 
are tiie new core sharehold- 
RS. 

In arrangements approved 
by shareholders, Alcatel 
acqoired a Z6.4 per cant 
stake with 26.56u shares, 
brining along its military 
communications business 
and aerial navigation 
systems. Dassault obtained a 
6 per cent wltii 9.7Xn 

sZiares by providing its 6i 
per cent in Dassault Elec- 
trcmiqiie, while Aerospatiale 
acquired 4 per cent with 
6.4Sm shares. 


JUst over so per cast of the 
shares remained' with instt 
t urifyp al investois. 

As of tiie new sfroc- ' 
tore, shareholders endersed 
Thomson-CSF's acquisition 
of 48 per cent of Alcatel’s 
space activities by providing 
FFri.25bn to a capital 
increase of Alcatel Space.. 

Dezus Ranque, appointed - . 
ehiefeseentiro in January to 4; 
oversee the privatisatlda, 
said that he believed the 
government was uzUlkrty to 
retain such a rertdnal 
stake. ' 

He also conceded . that 
Alcatel would wish to lift its 
stake from 16 per cenL even 
though, the government 
would need to aigirove any 
stake rising above 20 per 
cenL He hoped to raise 
sliareholder value by effi- 
ciency gains and the pooling 
of researdi and devaiopmait 
costs with Alcatel. Of t2ie 
FFrSbn spent last year on. 
R&D, FFT2.6bn was self-fi- 
nane^ 

Although Thomson-eSF 
had 18 per cent of its sales In 
Asia, Mr Ranque was ewA- 
dent Glacial crisis 
there would not erode export a 
potential. He was cautions ■ 
about trans-European alli- 
ances but said the groiqi bed 
a FFiBbn mountain far 
such projects. 


NEWS DIGEST 


INVESTMENT BANKING 


revives vciltUF 


Dresdner KB recruits 
former UBS executive 


. i Of.. 


Diesdnar KleinwQrt Benson has become the latest investment 
bank to pick up a senior Mecutiva from the fall-out of the 
Union Bank of SwitzBtland-Swiss Bank Corporation merger. 
TJ. Um, UBS former head of fixed Income, derivatives and 
foreign escchange. will be co-head of global markets for the 
German bank. Based In Lorxion, he will focus on the develop- 
ment of hifemalfonat business. Erich Pohi and Heforich Unz, 
his co-heads, virill conOnua to be based In Frankfort. 

Mr Lim was nAWI/ the on^ UBS executive to be given a 
global leadeiBhip role In Watbug Dllon Read, the post- 
ritHr y ar h ivasl m wt t tiyk dprranat^by SBC. Ha was to hm 
been head of fixed incoma derivafives, foreign exchange and 
European fixed Income. He quR In March after Ms responsfoil- 
tttes wera oxtailed. Clay Harris, Banidng Correspondent 
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PORTUGAL 


Finibanco makes debut 


-jh 


Shares in Finibanco, the Portuguese investment bank, begin 
trading in Lisbon today after an initial pubHc offer of 21 per ^ 
cent of the bank’s capital that was 204 times subscribed by 
retail investors. Orders were placed for 367m shares In the 
retail tranche for the 1.6m shares available. Most small savers 
who i^acad orders are expected to receive about 25 shares 
aach. The ftisti fo tlu i ia i tranche of 12m shares was 19.5 tknes 
subscribed. 






TTre offer, priced at Es2.400 a share, the lop of the 
announced range of Es2.000 to Es2.400, raised E87.2bn 
($39 Am). This valued the bank at EsSAIbn, a price^eamings 
ratio of 20.9 times forecast 1998 eamkigs. according to Lis- 
bon arwiysts. Otobel co-ordinators were Banco Santander da 
Negdeks Portugal and FInibarreo itself. Analysis forecast 
earnings growth of about 74 par cent this year to Es1.6bn. 
Peter Wise, UaborL 




. ■ : r--- f- 


GERMANY 


Merged bank named 


V-'. 


The bank to be formed from the merger Of Bankgeseflschaft 
Berlin and Norddeutsche Landeabank wr1l be called Bankge- 
sellschaft Beriin-Hanover, the banks said yesterday. Th^ also 
confirmed the merger would take effect next January. 

The bank wUI be Germar^s fourth largest, wife total ogp ofe 
of about DMGOObn $336m). As weD as its main headquarters 
in Beriin, it wB have a regf^ headquarters in Hanover 
where NordLB is b as ed. Andrew FWwr, FranfcRirt 
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HBIBIIC PETROLEUM IPO 


Small investors buy 


HeBeMc P etroteurr. the Greek state oP-refintog group, s^d 
yesterd^ that the retell tranche of fis Initial public offering 
UTO subscribed 30 times. A total of ISm riraies, almost 30 
?? issue, was allocated to domestic Investors at a 

price of Drl BOO a share. Analysts said demand for sharee by 
siT^ invests was stronger than In previous privatisation 
offerings and reflected tnereased confidence In the Athens 
stock exchange. 

to 26m shares, was 

WMcnDed seven times. The price was set at Dri ,900 a share 
foH^ng a bookbulkfing-procees at the weekend. Greek insH- 
Mlw wsre allocated only 8m shares, which were Mifwnriheri 
11 times. 
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amounted to 23 per cent of Hs 

a*»ut 

DiGObn of the proceeds. Karin Athena 
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TMC Mortgage Securities No. 9 PLC 

(iTstosuBO 

Notlea to Om hoMsrs of the 
£20(^000,000 Ffoattng Rato Notoa due 2019 
of thetesuer 


NOTICE 6 HEREBY QTVEN to tta ai ik.. ■. 

MMmgD(3DchiieiaeaJ)ik>onJim«.r8M ‘'‘"I?* ^ *4 

out n «« NaiGe at suto mwbi^ 

B UU M teami B (WerFed to hi nuTEttSSoSS. g*«*-.**'™*efe 


B UU M teami B (WerFed to hi nuTBrnSSriimw 
hnpliinora.UMtoalteacnmtHm«, RcooUXtona hwa Smi 

TNs Noloa b dvBi bK 
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COMPANIES & FINANCE: ASIA-PACIFIC 


Only the fittest to survive on Korea’s chip-making treadmill 


Mounting losses mean the sector is ripe 
for consoRdation, writes John Burton 
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S outh Korea’s once 
zaightF semieoaduetor 
industry is in deep trou- 
ble and appeals hoarUn^ fyp 
a shafce-q), isiUi at least one 
of the big three chljmiakers 
eqiected to quit the sector. 

“Consolidation is inevita- 
ble in the Irag term, but it 
could happen in the short 
term if the government 
pushes throt^ dra^c ccu^ 
porate restructuring,” says 
Jonathan Dutton, deputy 
reseaidi head at SBC War^ 
V burg DQlon Read in Seoul 
>-r litis would reflect a trezid in 
the ^obal semicoDdnetor 
industry towards mergers, 
such as BGcron Tetdmbbgy's 
takeover of Texas Instru- 
ments* memory chip ann in 
the DS last weelc. 

Tlte Seoul government bas 
already mooted the idea of 
or Hyundai transferring 
control ctf their 
tor business to Saiwi^ m» g 
Electronics, the domestic 
leader, in an asset swap to 
jwomote rationalisation. 

The reversal in fortunes 
for Korean cbipmakers has 
been swift. Only three years 
ago they reported record net 
profits as a gfobel. shortage 
of memory dUps produc- 
tion cuts by Japanese rivals 
boosted prices. 

^it the good times encour- 
aged the Koreans to incr^se 
capaci^, which resulted in a 
^ut as demand unexpectedly 
slowed. Chip prices have 


fallen below production 
costs and are unlikely to 
recover until late 1999, 
de^ite production baits this 
month by Samsung and 
Hyundai KlectronicSL 

mth mounting losses and 
poor cash flow, the debt- 
laden Korean chipmakers 
are havh^ juOblems Sna&fr 
tag new investments, snch 
as the production of the 
nextgeneration 2S6-niegabit 
memory chip, in a capilal- 
intensiim industry. 

Fannie to keep pace with 
financially stronger Japa- 
nese, Taiwanese and US 
competitors could oemdenm 
the Koreans to besng also- 
rans, although they cur- 
rently control one-tl^d of 
the global memory chip 
market 

Borrowing has become dif- 
ficult at home as troubled 
banks reduce lending, while 
interest rates have Jumped 
during Korea’s wors t reces- 
sion in two decades. An 
expected fall in the Korean 
currency, the won, will 
increase the cost of serviring 
the chlpmakers’ large for- 
eign debt 

Problems in raisittg over- 
seas funds have already 
farced delays in building 
chip plants in the UK and 
the US, as pianned invest- 
ment ^)ending has been cut 
by 68 per cent this year, 
according to IN6 Baring 

The troubles do not end 



Under scnAqi; reversal of farbBMS has been swHt tar ceufitry^ ef^nnalceis 


there. Korean chlpmakers 
must also find the cash to 
develop non-memory chips, 
such as microprocessors or 
logic chips, where they are 
weak. Non-memory chips 
enjoy fotter profit margins 
and a iargm*. steadier market 
than memory chips, which 
are considered vuUierable to 
sharp cyclical swings. 

Korean diipmakm appear 
to be mor^aging their 
future in non-memory chips 
as they straggle to keep 
ahead in memory chips. 
Hyundai msntly sold its US 
noa-memory chip subsidiary, 
Symbios Lo0c. for $?75m to 
help finance the completion 
of a 81.3bn memory chip 
plant in Or^o. 

An added burden is that 


chlpmakers used pndits in 
the boom years to help othm* 
group bu^esses - such as 
the nnancing by Samsung 
Electionics of a Samsung car 
divirion, which is now strug- 

“Korean chipmaters have 
become overstretched in 

tbrir poinwni l 'mpfrtg and dcm't 

have the cash to finance 
them. Ihey have dug them- 
selves into an investment 
trap,” says an executive at a 
ri%’a] European electronics 
company. 

Hyundai Electronics and 
LG Semieon are seen as the 
most vulnerable. Latecomers 
to the chip industry behind 
Samsung, they have a weak 
capital base as the costs of 
staying ahead climb. 


The memory chip industry 
“is like a treadmill, with the 
speed escalating as capital 
investments become more 
expensive. Only the fittest 
will sunrive,” says Mr Out- 
ton at SBC Warbuig. The 
cost of a 2S6-fflegabit chip 
plant is expected to double 
to 83bn. 

With Hsrundai Electronics 
and LG Semieon heavily 
dependent on memory chips, 
both posted net losses last 
year, of $130m and $205m 
resp^vely. Hyundai is the 
most indebted, with esti- 
mated borrowings of ei^t 
times equity, according to 
ABN Amro in Seoul. Hyun- 
dai and LG also have less 
efficient plants than 
Samsung, measured in terms 


of production yields. 

Analysts believe that LG 
Semieon. the smallest of the 
three cbipmakers, mi|^t be 
the first to drop out of the 
competition undm* a state- 
brokered asset swap with 
Samsung. However, LG is 
seeking foreign investors, 
mduding a proposal to sell a 
SO per cent stake to Intel, of 
the US, for at least Slbd. 

The chances that Hyundai 
Will soon abandon its semi- 
conductor business are 
smaller, as the head of 
Hyundai Electronics, a son 
of the group’s founder, is 
also co-chairman of the 
Hyundai conglomerate and 
is likely to protect the inter- 
ests of bis corporate fiefdom. 

In ctmtrast, Samsung Elec- 
tnmics, the wwld’s lansest 
memory chip producer, is 
mqiected to rmnain a donu- 
oant ^bal cqierator in semi- 
conductors. It can rely on 
other healthy businesses, 
such as teleccenmtinicatioDs 
equipment, to support chip 
investments. It also bas a 
lower debt burdm than its 
domestic competitors, while 
its technological lead in 
memory chips is only 
matched by NEC of Japan. 

Ai^ysts believe all three 
Korean cbipmakers can sur- 
\lve if their parent groups 
are willing to restructure 
their sprawling industrial 
empires by abandoning 
other costly businesses to 
concentrate on semiconduc- 
tors. However, as the stakes 
rise, time is of the essence. 


GM revives venture in China 


KB recruits 


l;BS executive 


1^ Junes IQmge tai Ba9^ 

General Motors, the US 
carmaker, wlD invest $230m 
to revive a stalled joint ven- 
ture in CSiina. 

The revival of the joint 
venture, in the north-eastern 
province of Liaoning, comes 
just before President BUI 
Clinton of the US arrives on 
Thursday for a landmark 
K iimmlt . Ghiina is anxious to 
r 9 markets as 

* increasingly open to US 
investment 

The jednt venture ground 


to a bait in eariy 1995 after 
GUI’s Chinese partner, 
Jlnbei, ran into difficulties 
and was taken over by 
another local company. First 
Auto Works. There was also 
^dd to be poor demand for 
the pick-up truck it pro- 
duced. 

The new SbiiO joint ven- 
ture with FAW-JIhbri Auto- 
motive win make the Chev- 
rolet Blazer four-doer sports 
utility vehicle and the Chev- 
rolet S-10 iHckAq>. 

Production should start In 
2000 and some 4JOOO vehicles 


are to be made in the first 
year of operation. Output 
may rise to 50.000 as the 
market develops, company 
execaHves said. 

Genera] Motors has 
entered another 50:50 joint 
venture with a total invest- 
ment value of 8l.57bn to 
make Buick saloons in 

Rhan^al Shang hAi General 

Motors vrill start formal pro- 
duction in April 1999. The 
plant is scheduled 
to have an annual produc- 
tion capacity of lOO.OQO 
vehicles. 


Thai Farmers set for purchase 


By Ted Bardacke 
inBaogkok 

Thai Farmers Bank, 
Thailand’s third largest com- 
mercial bank, said yesterday 
it would make a tender oCfor 
fer the 51 per cent of Phatra 
Thanakit , the fitianre com- 
pany, H does not already 
own. The hawk is ofieriug 
Bt4.& a share ferr Phatra 
Thanakit and will delist 
Thailand's lai^est finance 
group after the acquisition. 

Althnngh Phatra T hanaki t 
win remain open, the effec- 


tive end of its operational 
Independence is another 
blow to Thailand's troubled 
finance services industry. Of 
the 91 finance companies 
<^>erating a year ago, fewer 
than 30 remain today. 

Earlier this month. Phatra 
Thanakit sold 51 per cent of 
its wholly owned brokerage 
subsidiary. Phatra Securi- 
ties. to Merrill Lynch, the US 
investment bank, for the 
equivalent of Bt5.2 a share. 

Analysts said that 
althou^ the lending busi- 
ness of Phatra Thanakit was 


in poor shape, Thai Farmers 
appeared to be picking up 
about BtlO.4 a share in 
assets - the cash paid by 
Memo Lynch plus a nearly 
equal amount of equity in 
Phatra Securities - for Btio 
a share in cash. 

Thai Farmers is likely to 
use some of this windfall to 
shoulder Phatra Thanakit's 
bad debt, winch will require 
BtiL3bn ($S6m) in provisions 
in the first half of this year. 
The company also expects to 
make an operating loss of 
BtJOOm in the same period. 


NEWS DIGEST 


CHEMICALS 


Hanwha sells hydrogen 
peroxide division 

Hanwha, the South Korean energy (md chemicals group, 
yesterday sold Its hydrogen peroxide division to Kernira 
Chemicals of Fii^and for $3^ in its latest disposal ef assets 
to reduce large debts. 

Hanwha, whrch has been among the most aggressive of 
Korean industrial groups fn seNtng assets to promote resbtiCt- 
uiing. last month sold a power generation pt^ to of the 
US for S874m, the largest foreign takeover tn Korea since its 
economic crisis began in Deeembw. it is also negotiating to 
sril its oil reAiir^ business to the National Iranian Oil m a 
poss^ partneiship with Daewoo. 

Hanwha Chemicri produces 40,000 methc tonnes Of hydro- 
gen peroxide per year at its Ulsan facilHies. Kemira turns out 
l6Qj300 metric tonnes of hydrogen peroxide at plants m Fin- 
land, Sweden, the Nelherlwids and Japan, and its takeover of 
the Hantwra unit wiS make it the world's fourth largest pro- 
ducer. John Burton, Seoul 

BETTING PRIVATISATION 

Trading in TAB shares starts 

Shares in TAB, the betting organisation privatised by the New 
South Wales go v ernment of Australia, made their debut on 
the Australian Stock Exchange yesterday, dosing at A$g.20 or 
a 7.3 per cent premium to the pnee paid by retail investors. 

As nearly aH retail inv^tors received just 257 TAB shores 
each from the ASIbn |USS625m| flotation, small investors are 
sitting on paper gains ol only AS3&.55. 

TAB expects to report earnings before interest and tax of 
AS91 2m in the year to June 30, on total betting turnover ol 
A$3.9bn. Russea Baker, Sydney 

WINE 

Foster’s unit in Dutch buy 

Miidara Blass, the wine diveion of Foster's, the Australian 
brewer, has agreed to acquire Bourse du Vin International, the 
Netherland's leading wine club and direct wine marketer. 

Bourse du Vin specialises in premium wines and has 
operations in France, Belgium and an associated business in 
the US. Ray King, Miidara managing director, said Bourse du 
Vin had "exciting growth potential’ and the purchase was evi- 
denoe of Mitdara's determination to mpand its international 
premium wine actiirities- 

Bourse du Vm has annuaJ turnover of AS40m (USS29 and 
projected annual earnings before toterest and tax of A^m. 
Russell Baker 


CORRECTION 

State Bank of India 

state Bank of India's non-performing assets fefl from 72 per 
cent In 1996-97 to 6.7 per cent, not to 0.67 per cent as 
reported on Friday. 
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OFFER OF CONVERSION TO HOLDERS OF 
TREASURY STOCK 2003-2007 
TO CONVERT INTO 634% TREASURY STOCK 2003 


THE UNITED KINGDOM DEBT MANAGEMENT OFFICE fOMO^ invitee holders of 
11%% Troasuy Stock 2003-2007 to convert all or part of their holdings into 634% 
Treasuiy Stock 2003 on 22 July 1906 at the rats of £118.15 nominai of 634% Treasury 
Stodt 2003 per £100 nominal of 11%% Treasuiy Stock 20032007, 

This converrion rate has been caladated on a "dirly pne^ basis for forward setflement 
on 22 July 1998. This means that, an amount ecpial to 45 days' gross accrued interest 
on 634 % Treasuiy Stodc 2003 has been factored into Iheconverrion rate. It also means 
that the converrion rate does not include foe next interest payment on 11%% Treasury 
Stock 20032007 since this is being paid separately on 22 July 1998. 

AU holders of 11%% Treasury Stock 20032007 wHi receive a convereton notice and a 
Gonverelon forni in foe next few days wh'xfo set out foe detailed terms of foe offer 
together wHh foe action recpiired to be taken to assent to the conversion offer. For 
holdefs on foe National Savings Stock Register, completed conversion forms must be 
recefved by National Savir^s by 12.30 pm on Thursday, 9 July 1998. For holders on 
foe Bank of Engtend Register and on the Bank of Ireland. Belfast Register, completed 
conversion forms must be received by 1 2.30 pm on Monday. 13 July 199B. Separate 
acceptance afrangemenls apply to membeis of foe CGO Service. 


Hokfers whad o not wish to convert 


anypartoftfa BirhQMinQSShnuWdonClIh^ 

Fufoer inftMination on this conversion offer may be obtained from foe fonowing 
triephone numbers: 

BmkofEnoland 01462398080 Bank of Ireland, Beffest 01232315989 

01253 793313 DM0 0171^6501 

22 June 1998 
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SOOEIE GENERALS 

B ONDS D OE a»6 
(rfdi w tnnWte pwpiia 


QhmiCWbsXSSIpW 
Sk0»CDta:]44a» 
Accodiw 10 ito mm ul 
nn^wofdK Bonds, DODceis 

beat 

esdoogi apnst Corenu w 
aoMoM of payoKoc ofioBRa. 
Nor vtal aonM asHBoi 
OQUUnitasMof : 28iOMS : 

595 000 

THE TM NQFAL PAYING ACBWT 
SOaBTSOMBSALE 
BANKSTBIVrSA. 

11-13, Amm tale Snur 
l..a420LUXBMBOmG 


BBrmS-POULRNCSA. 
USD 301000000 
UNDAISD FLOATING RATE 
CAPITAL WiaS 
ISIN CODS : FM00SCI02SZ 

FentaperiodJnneOI, IWBio 
D ea a d w tt. l998ihBaB«inie 
ta been fiud M 0 J % P A. 
NwpnnmditB: 
Dec^B 32,1990 
Coapaiiar;24 
AffBOni I 

USD 33042 ftrilK 
deoKOiiuiiaa of USD 10 000 
USD3304.17farihe 
Jenuoii B iM io n ofCiSD IflOOOD 

THE PRI NCIPAL PAYING AGtJTf 
SOOEIBCENBBALE 
oANRsmisrsA. 
l7.IXA<ewe SuiW ITnrtcf 
l^acO LUXEMBOURG 
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AeJna Master Fund 


flegig^OllBe; P> ABwriohUimO 

L - 1981 UMnnbug 
RC limmbeu{r B 32557 


NOTICE OF THE ANNUAL GENERAL MEETING OF 
SHABEHOUQERS 

^ - ■ 1 mil 111 n of shanholden al Aetna Moatai 

UbertOonJutyiA. i 9 W 4 A 3 DOpffl«<rithefelowegaO*»®' 

AStolDA ^ 

, TH^^rirtnriMiBDWlSOfireBcjeidofDiracwsofriM 

ire yw ortled Maid^» ^ ^ 

0. w -“-h o' « 

meenna. 

W Agenda. artiiMdaciacrei^ Eachstwete 

to deport *» 


NOnCE TO ITIE B0Nm01X>£RS OF 

US$100,000,000 Electric & 

Hacbtaeri Co., Ltd. 

2 .75% ComiBrUbte BoDds (tae 2004 


NOTICE is HEREBY GIVEN to foe holders of foe out- 
Bonds of Electric & Madiinery Co^ Ltd. (the 
“Company^ that tto Compare has dedared its annual stack 
djvidrn ^ the lecwd date tor fob dividend is Sfo juite 
1998. Under ROCs CC^IPANY LAW, the raster of share- 
}M>iders will be dosed from 2lst June 1995 to Sfo June 1998 
in order tor the Compuy to deterniine shai^lden entiUe* 

mwits to pertaining to coimnai foaies. The processme 

of any ConveisiMi Noti^ siinnitted while the regisler of 
ghaiutoidete of (he Company is dosed mU be postponed 
until 26th June] 999. 

foe approval of foe Securitis & Exdtange 
CcMnmisaon.Ca(npany'sshaTe capital will be increased from 
NTS11;)73A«A10 to NTSn4l057.240 a.383,405724 
shiues with par value ofNTRO). - 

As a irtuit of the biaease in foe Cnnpany's issued 
$haie capita], the emversion price of foe Bemds has been 
fRHn NT549 to NT542 wifo effect from 26th June 
19k 


TMCP.1.M3.S.PLC 
(ibe **lsaiicO 

( lpt wp ii CTIgawlWliM*lwia.hiB» y di r lliel^rf Fn ^.dwrf Vito) 

Notice to the holders of the 
£250,000,000 Floating Rate Notes due 
2030 of the Issuer 

NO^CE IS HEREBY GI\'E\ tu tfa. faoklen oT cb. riwv. ?ioiM ihiL ai the 
MeoiiW of .ndi bolden brld m 15 June 1Q^ ifa. EstraordniBn 
Ramki&ai mt oui in for Moik* of .flidl Menoi' waff JbJv naMed. 
AccoiAiifdj. (te tDodifittoOD. rrfmtd id in rb. Eniaionfinar. RtawniaBa 
have bern iDiJcnieaiMl with eOrci on and Irani IS Iinr Irto. 

Thi. Noticr it amn iif 

TIICPJJIUA&PLC bMnlSSJiiBr 1098 

Thit noucr dota not cmutixiiir an oiler of jimiiiiie. of the It Mi-r. 


TMC P.1JV1.B.S. Second Financing PLC 

(the “Issuer'’} 

rbcuqMBHd InaMl faUfin (iiiATforl..,<VEqfoadandS‘Ur>; 

Notice to the holders of the 
£30,000,000 Floating Rate Notes due 
2030 of the Issuer 

NOTICE IS KEREBY CA'EN lu for bolfom of fo. ahmT .Vitci. foal 

I. acfo* MrefoifSorMrb b»hlrp* iirU on ISItnir 1998. for E i nao nlinaiy 
RNOhitM, Ml >«t in for NmItt of iwli wm dnK paiiro. 

•tminiini^y. tbr nv^difiraiiuiu Kfeiml lo in tbs Eatnoramaiy 
Rrr'.hiiHiM ha>» lk«a wKjHnmiMl nifo rJIrcr m and fioa 1.^ Jnnr 
1908. 

U. in acrurdancie vifo CoDfotioo Sir] of foe Tema and CoBdifow of for 
\Dir& the luwr vfll irdmD all oonunding N’oier on i /uW 7^ 
Nona hr rrdaaiiird ai ibeir FWciripal .Vaunmt OmManJiaf K^^ribcr 
■riih i iHreeii acenird lo 2 Juli 1Q4A 

Till. Noiier b pvrn Li 

71lfCP.IJILB,&80eeadFia»riBvPLC SajunrireS 

Hue ptuka doei* AM camaiiiHe an othr td jwraitie. of foe Ibiirr. 


BIRMINGBAMMIDSIIIRES 
BUILOD 46 SOCIEIY 
£200,000,000 

Fkmiag Raie Notes due 2000 
For fo- Uuee frnn i9ch 

line 1998 to 20di Sepianber 1048 
iadnshv foe NtHea vOI canr 
an imereR nie of 7.87S*b per 

^^OOBLt 

'Hie baenst mnuBi payable per 
flOJIOO nlD be £202.81 sad per 
£IDOAOO win be £2,0S8J)e on 
2 i n Sepnaaber Nrt. 

ACeiTBANK: 
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Tbe FT can help you iCKta 
addhicool business readets in 
Fiawe, Our link wifo foe Picodi 
twanies newspaper, Les Eebos. 
plves you a unMpte Rcniitment 
aUvertisinp vpP^’Wnhy lo 
capifoliK on Ok FTr BnrapeaD 
leadership and ui Anther or^ 
the Fimdi businett wotkL 
Pur Memuian oi nies and 
hinhn detatla {dense telephone; 

Toby Finden.Cnrfb'Qn 
444 1718734027 


TMC P.I.M.B.S. First Financing PLC 

(tb*> •‘Issuw’'} 

{Inoepcnird ^fdi laMcd fiobibi)' Mukr for Ims «d I'i^jibHid wul 8 alh.1 

Notice to the holders of the 
£250,000,000 Floating Rate Notes due 
2029 of the Issuer 

NOTICE IS HEREBY GtY'EN to foe fanMrp. nf ihr bImiw Nmr. foai 

1. M the MMtbut of vnrb botclrn hdil iM iSiuor [408. for Esunorfonan 
BMoliiiiinM M4 not in for Noiirr of ■nKh Mmii^ vmf ihiK paMM. 
Aiccenlinply di* HiodifiroiMuiii rrfamJ lo in ibr Estraoniinary 
Rrtofmioiis' ban been unplrorntril ariih rffMi on mid from IS Junr 
lOh&aiMi 

2, in accwdaiKe with Condiiiiw •'i{r| of ihr Trnn. anil CnnfotiML- of for 
Note, foe Imnrr wlU KileM aDDUUiaiidiBpNinr«nil 31 jiih IVUK.The 
,\me« wiB be rrdmimi ac tbrir Prifirtpal .lomtint OuMwiao^ loprfo- r 
a-ith imwen acenmi id .T1 Jnli Ifofo. 

This Notice i. bvcu b) 

imc P-LuiX Firat rioBBeioi; PLC Jwir lOUfi 

Thb uoiice dom not coaniiuie an Mtt of wcuritir. of ibr brnirr. 


TMC P.1J1I.B.S. Third Financing PLC 

(the “luauer’’} 

( hau pem i rdwifo batinl heMify imilFr foe Inn Eoatewf aad Rak^I 

Notice to the holders of the 
EloO.OOO.OOO Floating Rate Notes due 
2029 the Issuer 

NOTICE IS HEREBY' f.IY’EN ib ibe biAJer- »f the almie Nwn itui 

1. u foe Meruop of imeh boldrr, hrklun IS ionr 1*108, for Enniuriliiiarv 
ReMbUofi* Mn ouf (8 ebr .Virfinr ut ‘Wifo Mmaij; aierr dull panM 
Aecordinide. ibr mndiAuuraai. (.reriFd fi, in ihe Eitrannliliari 
ReHilutHmirhace been haplonmini witb rtTrei nn nncl fram IS Jour 
iOOSsaod 

2. in anwnlanre with t^nmliiion 5(rl iif ibe Trnn- and Cumluiim.- .if for 

Note., foe Iwoer mircin ull miMandiiiB Noirs on 31 inlv 1998. The 

\pie. viU be mkemrd ni ibrir Prinei'iiat Amuoni Oni-iiancl;^ iniwilirr 
wiib inieirM aecnieil lo 31 JnK lOOK. 

Thi. Nolite Ik pvro be 

TMC PJfoLis. Third Hnaneinp PLC 22 Jiur l«WR 

Thu amer due* not tonktiMte an ofT-r of hmiriiies of ibe ItMwr. 



Notice of ResignatioQ 


1 Notice is hereby gi^'en foai ouisiudI io ibe Terms and Coodiiions of the Bimd and Noic Inmus ube 


1 “IstMs") Usied below. The Yasixta TniM and Banking Company Limited. London Btanch. wilf lesign i 

I Gnom ali its vartous roles and uili be succeeded by YhsuilaTnist and Baiiuog(Lmcaihiiiii$tSw\. 

1 



ETTectlve I 

famr 

IsnfoName 

Fiscal or Principal Ppi'bm Apem 

Dm. 

Amencan Dreams Limiied 

Series (bTjO(M,()Da(lin4A(rr 

5bsuda Bank and TnrJ 

23.tL% 


Orel Omeacy Nita due 20U> 

Conpuit) (U.S.A.> 


American Dieams LiniiiBt 

&rk8J I'SStTUIOajlOft .5.449 

VMid. BanL siJ TcM 

116.% 


Notti Jiie3aQ3 

Corqsni ll'SAI 


AiiEriean Dreams Liaweit 

Setiea } ^-ijmJOOjODOAAK' 

thkuta Baifo and Trusl 

11.0.98 


Dual Cumno Notes due 1999 

Compain' 


Aneriom Oieacns Linmed - 

Senes A VSOO.OOOJODO 4J.5*» 

Y^BHda BanL and TmV 

ilASS 


Dual CuBCBO' Nhw due 2WG 

Company iU.S>.) 


American Dmama Linmed 

Smei 4 D5S)5JXII}.D(0.5. ID*} 

Yhsmia Bank and Thra 

6.7.48 


NotadueSOOD 

Conmay lU-S a.i 


E^UnMed 

LSSl jnaooaooo secured Eura 

The IwM Naikiiu) Banli 

MHl748 


Medigm Tbin Note Pfoeninme 

ofChicapo 


The Y'awda Tma and 

us&iomxiapai3jffi9> 

The Ybuida Tfun and 

1X698 

Banhu^ Conwfoy. Limiied 

Gunvenibk bonda doe 2001 

Banians Co. LuL Lnxka 


The Vbsuib Tiun and 

ussiooooaooo i.aH*:- 

Ihe Y’lHiida Tnisl and 

lSfo.98 

BanUng Cotupany. Llniied 

ecmenibie beads due 2IXi2 

Batihlhp Co. LhL, Lwnfcm 


-Escepl Seies i7. when foe eSirCtive date foal) be 7.7.% 



Afl (tnber p(v«BUaliuiis ofeotipont andfor Nraesfionds fonuM, (bihrahig tbe eibciive due. be (iKcnted for nmimt IO 

Vhwib Trust and Safonp iLucnbcv^i SJis 13 Rue Beaunam, L'i2II> LautnKxjis. 


1 No sueoeuar will he appuhtied in the ease at foe bAowing prafpiumDr. 



The Yasiida Trust and 

V3D(U)a0.00CU)00 GuBMUeRi 

Bankets lYusi Company 

236.98 

Banhing CYmipanv, Umited 

Medium 1bna Noe nufnuiune 



1 All fimtaapresauaitmcfaMpcnsaiKVQrNDleUBoiids is Laadoadmld,followin£dK23nlJiine l9V8.be nrawmed 

, lor paymni ID Bant<nTnMCBffipany.lAppoldSiRCt,6ipBil(»l«. London EC2A2HE 


rw Jimr 1498 

MM The YfbMida’fttBi and Banhine Company, IJiwted 


II ljaBdoiiBn.fo 
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OIL INDEPENDENT GROUP SELLS 6% NORTH SEA INTERESTS, ANNOUNCES GULF OF MEXICO DISCOVERY 


Enterprise in $264m assets disposal 


Siebe 


By Arkady OsbOHSlv 


Enterprise Oil, tbe UK’s 
largest independent 
explorer, is to sell 6 per cent 
of its Kortb Sea assets for 
$26^ to Intrepid Energy 
North Sea, a private cdl com- 
pany. and use some of the 
proceeds in a discovery 
announced yesterday in tbe 
Gulf of Mexico. 

Analysts said the sale 
price was "surprisingly 
high- valuinga barrel of oil 
at PT.IO, They said it 
assumed a real selling price 
of $18. cmnpared with cur- 


rent benchmark prices below 
$12. "What this deal demon- 
strated is that tvtmpa^tas are 
faiWTig a longe^terDl view on 
oil prices than the maricets,” 
one analyst said. 

Enterprise said the sale 
will bring a net proOt of 
£3Sm ($58nD this year. 'The 
sale covers all of Enter- 
prise's interests in tbe Piper. 
Claymore, Saltire and Scapa 
fields on the UK continental 
shelf, as well as Its 5.7 per 
cent of the Nelson field. The 
sale package has total 
reserves of 37ln barrels of oil 
equivalent and production of 


25,700 barrels of oil equiva- 
lent a day. 

Ibe company said the sale 
was not connected to the 
uncertainties over the North 
Sea tax regime, which is 
being reviewed by the gov- 
ernment. Pierre Jungels, 
chief executive, said: “It is 
an opportunistic deal. We 
saw the opportunity of get- 
ting an excellent price for 
the mature assets widi little 
upside, and took iL*' 

The assets have strategic 
iaportai^ for Intrepid, the 
private group which has 
raised substantial amounts 


from US institutional inves- 
tors to assemble a North Sea 
portfolio. The sale will 
reduce Enterprise's produc- 
tion targets for 2000 from 
32a000 boepd to 300.000. 

But Enterprise yesterday 
topped its reserves with a 
significant discovery in tbe 
deep water Gulf of Mexico 
which could contain recover- 
able reserves of between 
200m-300m barrels of oil 
equivalent 

Enterprise has a 30 per 
cent interest in the Li^o 
Geld, which lies offshore. 
Louisiana, and is operated 


by EES of the US with 30 per 
cent-interest Other partnm 
include. Mobil of the US and 
PanCanadian with 20 per 
cent eadL 

The consortium plans to 
start the appraisal of the 
Geld before the end of- the 
year. Enterprise said this 
was the first of eight blocks 
in the Garden Bank area, 
which could have similar 
potentiaL 

The shares gained 9p to 
S4S14p. Analysts said the 
Slow movement of the shares 
reflected appiriiension about 
the sector. 


victory in 
Japanese 
dispute 


By Atescandra Hanley 


Virgin 
Ran seUs 
off 49% 
stake 


Harvey Nichols looks east 


By Peggy HoBnger 


By Cbarles Batchelor and 
JonalbaD Fonl 


Virgin Rail, Richard 
Branson's train operating 
company, yesterday 
scrapped plans float and 
annomiced that Stagecoach, 
the diversified transport 
group, had bought 49 per 
cent for £158m ($264m). 

Virgin owns two of the 
laig^ privatised rail fran- 
dii^. accomating for 15 per 
cent of the network. Its West 
Coast franchise runs 
high-speed tr ains between 
London and Glasgow, while 
its Crosscountry frainchise 
stretches from Aberdeen in 
the north to Penzance and 
Brighton. 

Stagecoach is to buy out 
Vii^n Rail's four venture 
capital investors, which own 
59 per cent of the company, 
paying £l3Sm for tile shares 
they acquired two years ago 
ibr £22m and SSOm for loan 
stock. 

Followiiie this, the stake 
held by Viigin, Mr Branson's 
diversified iKriding oompany, 
will be raised from 4i'to si 
percent 

The sale puts a value of 
about £276m on Virgin Ra^ 
above the esqiected fiotation 
price of about £250m. 

Ihe sale represents a fur- 
thcar consolidation of tbe rail 
industry, which was split 
into 25 operating companies 
on privatisation, owned by 
18 holding companies. This 
is the fourth in which 
venture capitalists or man- 
agers have sold their bedd- 
ings. 

Fears that tbe plaimed end 
to subsidies for the two fran- 
riuses and switch to the pay- 
ment of lai^ premiums by 
Vligin Rail in a few years 
time meant City reaction 
was subdued 

“Mr Souter has a reputa- 
tion for knowing the down- 
side of any deal” said one 
analyst. “But this is an 
asressive deal. It changes 
the nature of the company.” 
Stagecoach shares fell 5*^ to 
£13.63p. 

Stagecoach is to issue 
3.74m shares worth fSOm 
and pay £l0£ta In cash for 
the shares and loan stock. 

Virgin Rail also 
annotmeed results for its 
first year of operation j'ester- 
day. In the 11 months to Feb- 
ruary'. pre-tax profits were 
£]3.6m against a loss of 
£3.Sm. 


Harvey Nichols, the hizury 
department store gronp, is in 
advanced discussions on 
launching a flagship store in 
; the Middle East with a fran- 
chise partner. 

Jos^>fa Wan. chief execu- 
tive of tbe company which is 
52 per cent owned by Dick- 
son Concepts of Hong Kong, 
said there could be an 
announcement by the 
autumn. The group could 
expect royalty payments 
frem the arrangements of up 
to £ini a year. 

His comments accompan- 
ied the announcement of 
pre-tax profits up 16 per cent 
to £14.1m in tbe year to 
March 38 on sales 12.5 per 
cent higher at £l28Am. 

The result helped fitel a 6p 
rise in the shares to 258p. 

Mr Wan said be had no 
cause for complaint wttb the 
outcome for 1997-98. “Judged 
against other retailers 1 
believe we have done very 
well,” he said. 

The group, which com- 
prises two stores and a res- 
taurant, was showing com- 
parable sales increases in 
the first 11 weeks of 4.3 per 
cent. This masked particu- 
larly strain increases from 



Sales *Min; Jospeh 'Wan (centre) with Clive Morton (1) and Patrick Hanly, firwmpo and 
commericaldir^rs, announcing sales np 12.5% David Ahmed 


the Leeds store, some 10 per 
cent ahead of last year, and 
the Oxo Tower restaurant, 
also 10 per cent up. 

Trading at the London 
store had been more diffi- 
cult. due to the sharp drop 
in tourists put off by the 


strong pound. Tourist spend- 
ing tr^tionally accounts 
for about 15 per cent of total 
sales, said Mr Wan. "If the 
pound remains strong, the 
next couple of months will 
be difficult" 

Harvey Nichols said that it 


would shortly be able to 
announce the rite of its third 
store, in ritber Gla^ow or 
Edinhurgh. The group alM 
planned a second stand- 
alone restaurant in London, 
which would be tiacUng by 
the xdddle of next year. 


Staveley considers ‘disposals’ option 


By Sasanaa Voyle 


Staveley Industries, the 
cUvmsified industrial group, 
yesterday insisted It was 
looking at ail options, 
including disposals, in the 
face of a sh^holder pro- 
posal to sell off British ^t. 
one of tts chief assets. 

Guinness i^at tbe invest- 
ment company chaired by 
Sir Ron Brierley, has written 
to Staveley proposing that 
the annual meeting on July 
2S vote on the demerger of 


British Salt. 

Guinness Peat owns 12.8 
per cent of Staveley which is 
active in two main areas - 
salt mining and facilities 
management. It said its 
action was prompted by 
recent comment from Chris 
Woodwark. Staveley’s new 
chief executive, la which he 
appeared to rule out dispos- 
als. 

“What has caused a bit of 
concern is the appointment 
of tbe new chief executive. 
Tbe chairman has talked 


about selling British Salt. 
Our concern is that maybe 
things had been derailed,” 
said Blake Nison, a director 
at Guinues Peat. 

In April Staveley signalled 
the possible break up of the 
troubled groop after com- 
pleting the sale of its mea- 
surement qperatioDs to man- 
agement for £49m 
($B2m)4ncarrlng a loss of 
almost £80m. However, ear- 
lier this month Mr Wood- 
waik' * formerly the head of 
Cosworth Engineering and 


Rolls-Royce Motors 
iqipeared to rule out dispos- 
als.* 

Yesterday Stayei^ in 
a statement that it was con- 
sidering ah options, inclnd- 
ing Qie Gulness Peat propos- 
als. But Mr Woodwork 
refused to' set a tmririile. 
“We have been looking at a 
variety of options in a mea- 
sured way because we. want 
to maintain tbe morale of 
our people and the confi- 
dence of our customers." 

Gainness Peat also pro- 


posed the retuni of cash to 
shareholders, the repurchase 
of ordinary shares and can- 
cellation .cd' cumulative prri'- 
aence shares. U specialises 
in investing in tronhled com- 
panies and restnictorlng 
them. 

Mr Nixon said its propos- 
als woald. value Staveiey at 
I65p a sfa^. They closed 
yesterday at 116'Ap. He said 
the cashflow from the salt 
business had been allowed to 
“evaporate", siqjporiing the 
rest of tbe business. 


Carclo sets sights on North America 


By An dr ew EdgecAfie-Jabnson 


Carclo Engineering, which 
makes injection moulded 
plastics and wire products, 
said yesterday that Asian 
demand was Fetuming after 
a “very substantial tempo- 
rary disruption", but cus- 
tomers there were struggling 
to find trade finance for 
their purchases. 

The comments accompan- 
ied news of a 29 per cent 
improvement in pre-tax prof- 
its to £iT.5m ($S9.2m) for the 


year to March 31, on a 24 per 
cent advance in turnover to 
£181m. The profit increase 
reflected the absence of the 
previous year's Elm restruct- 
uring charges, and a £42m 
maiden contribution from 
Siileck and Davall, the tech- 
nical plastics companies 
acquired in March last year. 

lim Williamson, chief exec- 
utive, said be was conGdent 
that tbe drop in Asian 
demand for cari clothing - 
wire products tor the textile 
industry - was temporary. 


“Our products are consum- 
able, and are wearing out as 
textile miiig in Asia are still 
busy,” he said. 

Ca^o has raised its esti- 
mate of bow much it can 
spend on acquisjtions from 
£4Din to £60m, as carii flow 
improved to a record £2S.3m. 

Williainson' said Carclo 
was eager to give Its newly- 
formed technical plastics 
division a North American 
presence. But he added: “We 
have been surprised at the 
hi gh prices other acquisitive 


parties are prepared to pay.” 

Expectations of a quick 
sale of Lee Steel Strip, 
is seen as non-core, receded 
after the precision engineer- 
ing . business’s profits 
rebounded from £2.im to 
£4.7m. Specialist wire 
slipped from £82m to £7.2m. 

Earnings per share 
improved from 15.4 to 20.Tp, 
allowing a 2.3 per cent 
increase in the total divi- 
dend to lip with a final 
distribution of 7A4. 

Charlotte Broadhead. of 


HSBC Securities, said the 
figures were in line with 
expectations, but that the 
exposure to sterling and 
Asia had prevented Carclo's 
shares from being rerated 
despite its exit from low- 
value wire activities and 
steel stockholding. 

Dresdner Kleinwort Ben- 
son. the company's broker, 
expects pre-tax profits of 
£16.6m before exceptionals 
this year, giviiig earnings of 
I9.4p. The shares yesterday 
feD 4 to iTl'Ap. 


TAN JONG PUBUC LIMITED COMPANY 

I AmiTordCrtfiii 1936 - HtfutratioH S» 2104741 

{ /ieg au rrdai a/orih^ ewiyafy Malajam - .Va, 990Q03-yj 


NOTICE OF SEVENTY-FIRST ANNUAL GENERAL MEETING 


NOTICE IS HEREBY GIVEN that ttie Seventy^ First Annual Geneial Meeting ofT ANJONG 
PUBLIC LIMITED COMPANY will be held at 1 1 .30 ajn. on Thursday. 16 July 1998 at the 
MahkoU Ballroom 11 - Ballroom Floor, Hotel Istana. 73 Jalan Raja Chulaa. S0200 Kuala 
Lumpur. Malaysia for the following purposes: 


(1) To receive and consider the audited accounts of the Company and of the Groim for the 
yearendedSl January 1998 and tbe Reports of tbe Directm and Auditors thereon. 

(3) To dedare a final gross dividend of 22.0 sen per share of 7.5 pence each less Malaysun 
Income Tax at 28% in respect oTthe year ended 3 1 January 19^. 

(3) To re-eleet Mr Ooi Boon Leoog. a Director who retires by roUdoa in accordaoR with 
Aftides 76 and 77 of the Company’s Artides of Assoeiatioa. as Director of the 
Company pursuant to Article 74 of tbe Artkies of Assodation. 

(4) To re-apprint Messrs Price Waterbousc as Auditors of the Company and to authorise the 
DireetoR to fix their remuneration. 

($) To transact any Other basmessofwhicb due notice shall have been given in acGordaiKe 
with the Companies Act, 1983. 


Rutland Trust enters 
auction for US Castle 


By David Btockwell 


BY ORDER OF THE BOARD 


Rutland Trust, which has 
built a reputation on turning 
round b ushwMs es as- diverse 
as ports and lemonade mak- 
ing. is poised to ino\’e into 
the reo^ business. 

It is the preferred bidder 
in a US auction battle ov&r 
Castle Communications, the 
owner of fiOXQO music and 
video -titles, including such 
igfiQs classics as You Really 
Got Me by the Ktaik& 

Castle, which also has 
Black Sabbath and Iron 
Maiden (u its borirs. is for 
sale following a Chapter 11 


filing by Alliance Entertain- 
ment Corporation under the 
US bankruptcy code. 

Before leaving for the US 
yesterday, ^Gchael Langdon. 
Rutland’s chief executive, 
hinted that further deals 
coold be expected sooil “We 
have the mooey, the man- 
agem^ and tte resources,” 
he said. 

While Castle would be a 
small deaL Rutland is easily 
able to spend £ioom (fiiBim) 
following the sale earlier 
this year of the Thamesport 

i-nntainar terminal . 

The distraction of Cape, 
the maker of fire prevention 


materials, is ai«« drawing to 
a dose. Rutland took effec- 
tive control of Cape with the 
purchase of 25 per cent of 
the shares in 1996 and sent 
in its own management 
team. OnTriday it sqipointed 
a new chief executive to 
develop the business aftv 
two years of restructuril^ 
Ian Maciellan, a non-execu- 
Ctve diittUg of Cape for the 
past 12 months, will replace 
Ghristopher Dowling. 

Cape’s asbestos mannfac- 
turing is still attractffig 
claims for damages to 
health, althoog^ it stopped 
making the material in 1968. 


Soagamy Ramasamy 
Seoetary 


RESULTS 


COMMENT 


Regent, Inns 


The , founder of 
Nemio-Lambda, the Japanese 
switching manufacturer 
locked in . a dispute with 
Siebe. its majority share- 
holder. resigned yesterday 
following aTjagatinnc of mls* 
use of company money., 

The resignation of Riki- 
biro Madaraww jg a VictOIT 
for Sie^ the UK englDeer- 
ing group which has a 50A 
per cent stake in Nemic- 
Lambda and which has been 
pressing for his departure. 

Tbe dispute has been seen 
as a landmark battle 
between a Japanese com- 
pany and its foreign share- 
holders. 

. The move effleetively 
resolves the stniffile for con- 
trol of Nemic-Lambda just 
days before the sharehold- 
ers' meeting on June 30, 
when- investors are expected 
to vote on the Siebe proposal 
for a new board of Erectors. 

Earlier this month, a 
Tokyo district court blocked 
a proposed placing by Nem- 
ic-Lambda of €.5m shares 
worth yg.TSb ($72:8nD that 
would have diluted Siebe’s 
stake to 38A per cent. Mr 
Madarame argued that the 
money was neecM to fund 
development, a claim 
strongly opsw^ by Siebe. 

Following Mr M^arame's 
departure, Hironori Shima- 
mura. vice-president, is to 
muairrift control of the com- 
pany until the meeting. 

Nemic-Lambda's auditors 
have filed a snit against Mr 
Mfldarame allying misuse 
of '1^7'bn ($20AD0) of com- 
pany funds. However. Siebe 
daiffls for larger sums are 
involved and alleges that In 
the past two years Mr 
Madarame has misused 
Y68m (£303,6001 of Nemic- 
Lambda's fimds. - 


Investors in UK pub stocks _ r i - 

must be hoping that yester- liqfoBm 

day's shock profits warning ■/ . 

from Regent Inns is no worse 

than a local outbreak of food .V ri X . ~ 

poisoning. On this reading. - " iUlV.. ... 4 

can make a rapid •. . . \ W n - 

recovery and its peers can j tf V* ^ 
i party on unaflOeted. Neither • 

I proporitlon looks very con- _ ' . 

vinclng. Regent is yet j 

I another small company to ' g — — 

grow rapidly after a float, • ■ • • 
exciting the market but ^ai ■ ■— 
i stretching its management. 


Over the past five years, i t i i, l i r i 1 1 jf . 

Regent's sales have quadru- -jw w 

pled to well over fiSOm. After jmi i . fto wiu mv '-' ■ • 
yesterday's downgrades, its 

pn^ts are still up more than tenfold to about £l8in. Before 
the bad news, the maigins certainly looked too good to be 
true and SO did tbe near £300m market value. Regefit pinned 
of the blame on its ex-finaace directm-. The trouble k 
that too fow awkward questions are asked internally and 
extenially of companies wito growth records like this. 

As for tbe sector, such is the nervousness about the UR 
Wig ovmr-pubbed that any warning has a knodc-on rifoct. 
Regeut’s shamO'facsd downward revision oi its like-for-iike 
sales growth to less than 2 per cent hi g ftlteh ts the drains' 
dependence on new openings for growth. Pldjng winntts 
now coma down to spotting the best managements and 
formats - both notoriously difficult. But the Regent debacle 
Is a reminder that it is worth starting with a pnidenoe 
check: on both the ^ures and the expectations. 


Post Office 

Tiie rainnrciinir sbould DOt yield ground to Margaret Beck- 
ett, tbe trade and indostry secretary, over how to give tbe 
Post Office greater commercial freedom. There is no harm in 
his riding with new Labour’s hard men three times in a row. 
following earlier support for watering down the Departmee^ rih 
for Trade and Industry's plans for onion reergnition and the * 
Tninimimi wage. (X the Ggrtioiis, fUU privatisation woald be 
best, particularly if accompanied by price caps on the Royal 
Mail’s e;q>ensiye stampsw Cheaper postage even coun- 
teract any political damage from putting privatisation 
through every letterbox in the land. 

Failing that selling a maimlty stake - possibly to a 
quoted fore^ player such as the Dutch KPN - with foe 
government keeping a golden share, would be an acceptable 
second best But to leave it trapped within the state, unable 
to forge intematioiial aniam-ea, would be the worst - 


Regent Inns 
warning shocks 



BfDaiMBIaekmll 


A profits warning from 
Regent Inns, one of the fost- 
growing pub groups which 
has attracted a premium rat- 
ing in (^ty. yesterday 
sent tbe shares crashing by 
almost % per cent. 

"In essence this is a finan- 
cial mess caused by the 
financial function not grow- 
ing in line with the rest of 
the business." said David 
Franks, manag in g director. 

Tbe news, which sent the 
shares tumhling from 3l6‘4p 
to I40p. followed the depar- 
ture in March of (Tlive iVa^ 
son, the finance director, 
after ninp years. 

Mr Watson, who with Mr 
Franks steered tbe group 
through flotation in 1993. put 
out a statement pointing out 
that the budgets for the cur- 
rent financial year were pre- 
pared in July 1997 and were 
approved by the executive 
board. These were reviewed 
by the full board in Septem- 


ber and "received forir 
endarsement”. 

Analysts, however, said 
Regent had complete^ lost 
the confidence of the City. 
"After a pnfits warning you 
expect Shares to come off 15 
per cent in normal circum- 
stances. and these have gone 
down nearly 50 per cent,” 
said one. "that’s sbockiiig.” 

Regent, which comes to 
tile end of its financial year 
ou July 4. said f^ul Hube^ 
man. tbe new finance direc- 
tor. had launched a review 
when he took over at the 
start of April. This had 
uncovered "a number of 
inconsistencies and inaccu- 
racies in accounting treat- 
ments amounting, in ag^ 
gate, to aj^roximately ELrm 
in the current financial 
year.” 

Forecasts for this year, 
which were running at 
£16.2m before exceptional 
gains, have been cut by 
about Egin to less than £lSm 
for 199899. 
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Body Shop 
US revamp 
approved 


By Rofiert WrigM 


Sharriiolders in Body Shop 
InternationaL the cosmetics 
retailer, have approved a 
joint venture arrangement 
deseed to turn around its 
lossmaking US business. 

Only a handful of share- 
holders voted against the 
airan^nent. which. wiS see 
Bellamy Retail Group 
acquire an option to buy 
about half of Body Shop's US 
business. BRG is controlled 
by Adrian B ellamy , a non-ex- 
ecutive director of Body 
Shop. 

BRG win be given the 
options if it meets certain 
criteria, including itiaiHng a 
piufit for tbe year to 
February 2002. BRG has paid 
only SliD for the options, 
which are exercisable 
between 2000 and 2002. if 
profit-targets are met BRG 
would pay only asset value 
for either 49 per cent or 5i 
per cent Of Body Shop's US 
business. 


OIIM 

mim 

EMWi 

1207 

1X16 

1X16 

1X27 

1007 

1067 

1X27 

1X07 

1067 

13.35 

1X07 

1X07 

laas 

1067 

1067 

nas 

1067 

1067 

1X27 

1067 

1067 

1&3S 

1067 

1007 

1X36 

1067 

1X07 

1X36 

1X07 

1067 

945 

X4a 

930 

xso 

060 

060 

SS7 

1060 

1060 

1X62 

1062 

HUB 

1X65 

1462 

1461 

1760 

1460 

1469 

2069 

1461 

1460 

2X36 

(565 

1X55 

2X71 

2X47 

2660 

2X74 

2X60 

2X43 

SI 69 

2163 

2067 

ease 

2167 

2162 

3569 

4066 

4665 

37.15 

2160 

2160 

3461 

2X95 

2X95 

3161 

2261 

2260 

24.15 

2X43 


2260 

2X38 

2260 

21 >13 

nan 

qaaa 

2067 

2261 

2X23 

snip 

B30 

2X22 

2X30 

2265 

3226 

0019 

3763 

2760 

3X73 

3X27 

3327 

2060 

3X26 

332* 

27.M 

3X10 

3X12 

20.0t 


2X64 

1635 

1967 

1X57 

17m 

IlSO 

1460 

2161 

1460 

1465 

2101 

1X75 

1X79 

1766 

1X75 

1X75 

2X53 

axD 

2202 

ao-sa 

2X20 

TBna 

6X11 

2X20 

2969 

0X11 

1460 

1469 

2263 

1460 

1469 

1768 

1468 

10.17 


t-S -J 




23JiiKi998 


Pn4n 

pnatm 


—■7 OMdanda 

Dmd Oonopoahs lUs llr 
aWB ■ iMllHM see 


Kuala Lumpur. 
Malaysia. 


AEATWMDiogr 
Mod - - 


Anglo StJa 
CwdoBig 


1. AmBmbGrerUMCenpiniymttledtouiendaDdwieBeoiitledtoappoiDtooeaTinoRproirieieriiis 
own dnicB 10 wend and rente instead of hiia. 


2. AfiraicjraeednotbeanBnberoribeCoiBpuqF. 

3. The Tonn of proxy most be depontsd at tbe office of the Company's Brandi Regisiiar in Molsyna at 
litb Ftoor-Tower Blodc, Kmplela Aatanlazigia, Jalaa Sultna ZsmiiL Kuala Lmapur, 
Malay^ not less Iban 48 boon before the time appointed for the m ce tiug or adjoutued needag. 
Renira of a ecHDpie^ form of proxy wffi not predodc b mretber frem ssending and vedng 
penonalfr at the meetiBfr 


Dalywittf 

DBS Hanagament , 

■i — 1 — ■ 

uimiiuMv 


eralnger Treat . 
ttmvMeMs 


Range Cednr^ 
Ite faiiaig 


__.YrtoMar31 
VfMMgfM 

remiseAprJ 

,_..Yr|gDec3i 
YrtoMarJI 

YrtoUarSI 

— vrmitoai 
_ 6 nilhs to Mar 31 
... 6 mlhs to Mar at 
..eitthstoMtoSi 

frtoMarfo 

, 16 iMhs D Apr 30§ 

YrtoAprSO 

_..n'toMar31 


(1&S41 

<t05) 
(J.75J 
(0.11Z ) 
n35^) 
(283) 
(2&4) 
(824A) 
(D277Lfj 
IS91L) 
(11.1LA) 
<12.1 } 
(0213 ) 


Eamtogs riOMi bade. 
4<to tatocad capffal. 


DnUoids renm net Rgwea in bnMe 
fHong Kong curency aoxpt Spnn ate 


^ I i« 1^ iu.«t 1/ 

M tor enramni^ laHwi rnriH tfin InriTi ril 

mg. paid grm 9Aim dock. fOoo ipa ia tl w a tor 12 irnnhs. 


















FINANCIAJL TIMES 


27 




















Ui'm'iit Inns 
ssartiins' shod 


j 

t 




jii LJ^ 


) 


TUESDAY JUNE 23 1998 



‘EQUITIES 


★ 


EURO PRICES 
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G 7 ’s lack of action hits Europe 


^Martti Diekm 
HmncW Edtor 

Trans-European equity 
indices <blfted lower in j g pk- 
lustre trading yesterday as 
maricets reacted ^th disap- 
iwintmeot to tbe vague out- 
ccose of the 67 weAeod con- 
sultations on Japan. 

The FTSE Eurotop lOO 
index closed at 2,781.58. 
down 4.36 points, while the 
broader Eurotop 300 index 
ended at 12U).04. down 3.73. 
^ Tbe Ebloc 100 inHpx , which 
tracks companies from coun- 
tries joining European eco- 
• zmmic and monetary 


in tbe first wave; at 

1,006.07. down 3.S2. 

Sectors suffering the larg- 
est falls induded twftwma. 
tion technology and other 
financials, while pronsneitt 
risers inelnded healthcare 
and oil expioiutiotL 

Yesterday saw the first 
trading in four new 
derivatives contracts on the 
Dow Jones Stos indices, 
which are among a gro up of 
indices to 

themselves as European 
benchmarks. Their rivals 
include the PISE Eun^iean 
indioes. 

In a note accompanying 
the launch. Mark Howdle of 
Salomon Smith Barney 


assessed tbe Impact on share' 
prices when continental 
investors begin switching 
their portiblios to whichever 
indices emerge as the win- 
ning bendunatks. 

He argued tiiat diverstfica- 
tion fram markets 

was likely to be gradual, 
with conmiies movliig at dif- 
ferent paces, so tbe impact 
on rdative prices maild be 
ncA he easy to predict 

However, sectoral pattoas 
of djverstfieatioa were easier 
to fbiecasL 

*Far example. Spanish and 
Italian domestic ftmds, over- 
weighi in banks, energy and 
utilities, are lik^ to be buy- 
ers of growth stocks in other 


markets. tSermao Auds wiS 
want to increase thdr espfr 
sore to consumer sectors. 
Dutdx ftmds win want more 

ph»rma r wiH/>al< ** 

He said an dzte group of 
3(M0 stocks that made up 
the bulk of the various 
eurosone Indiees' capitalisa- 
tion would be in greatest 
demand In the first phase of 
^versification, with large 
con^anies in small markets 
benefitting particularly 
strongly. 

Companies in main 
local indices tlmt did not 
make tbe cut Into a eoneen- 
treted Euro index could suf- 
fer a carrespondlng loss of 
visibility. 
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Prices rise on scepticism over Japan 


GOVERNMBfT BONDS 


By Jeremy Gmt in London 
aid Jotm Lnbate in New York 


Scepticism over Japan's 
response to calls for radical 
reform of its stricken econ- 
omy gave prices a Gllip yes- 
terday. iilUiough volumes 
were slight as investors 
w'alted for Tokyo to take 
concrete steps to win back 
global investor confidence. 

Perceptions that the week- 
end meetii^ of G7 nations 
bad ended inconclusively, as 
well as trickles of safe haven 
buying, helped the UK's 
benchmark gilt futures con- 
tract to end up neariy half a 
point. The yield ^read over 
the lQ<year German buod 
future dropped bock below 
120 basis pc^ts. 

However, a rally In US 
Treasuries fiszled out in 
early Biuropean trade, failing 


to make pnsress on a lack 
of fresh news and a virtually 
empty economic calendar. 

“Bonds are still benefiting 
frmn safe ha^n status but 
are unlikely to trend hi^er 
until we get something out 
of Japan," said James 
McKay, economist at Com- 
monwealth Bank. 

By early afternoon US 
TREASURIES were below 
hi^ reached earlier in the 
session. The 30-year bond, 
the benchmark for long-term 
interest rates, was ^ higher 
at 106S, sending the yield 
down to 5.653 per cent 

Among shorter-term issues 
the two-year note was up 
to 100, yielding 5.'4S8 per 
cent, whUe the lO-year note 
was up Vii to lOlU, yielding 
5.447 per cent. 

Currency markets took 
centre stage in bond markets 
following the weekend G7 
meeting. “The dollar-yen 


Argentina issue 
raises Ll,000bn 


INTERNATIONAL BONDS 


syEAmflnoe 
and Vtocent Boland 


Argentina yesterday became 
the first borrower to take 
advantage of Italy's recent 
decision to end the bond 
queueing system, with a 
Ll,000bn oCEHlng. 

The seven-year issue, lead- 
managed by J.P. Morgan, 
Credlto Italiamo and Caboto 
Holdings, was Argentina's 
largest fioating-rate offering 
in the bond markets. 

Bankers said the bond was 
timed to coincide with a sig- 
nificant decline in the num- 
ber of floating-rate auctions 
by the Italian Treasury. 

“There is a big net 
redemption of ptalian 

government floaters] this 
month." said an offidal, who 
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[rate] is the focus and will 
probably continue to drive 
the market for a while," said 
Kevin Logan, senior market 
economist at Dresdner Klein* 
wort Benson. 

The US Treasury will hold 
auctions of two-year and 
five-year notes today and 


tomoiTOw, for vrtuch demand 
is expected to be good. "We 
think we'll see investors 
move into the short mS. of 
the curve," said Richard Gil- 
booly, international bond 
strata^ at Paribas Capital 
Markets. 

Wednesday’s report on 
May durable goods is expec- 
ted to show a decline from 
the previous mouth. 

In Germany. BUNDS 
barely toyed with the release 
of B13 money siggily data - 
the Bundesbank's main pol- 
icy iTidiratnr - ending higher 

on flight-to^qualtty buying. 

The central bank said 
money stqntly groo^ slowed 
to 4.4 per cent in May from 
4.7 per cent in April as pub- 
lic sector d^ fell and pri- 
vate sector lending eased. 

Werner Kraemer, senior 
s tr a te gist at Deutac^ Bank, 
said bond yields in the cash 
market were likely to remain 


at 4.7S4.85 per cent this 
week if nothing upset cur- 
rent trading pattens. 

“We are on historical yield 
lows and we need special 
incentives to go farther. 
Maybe the next big point 
would be good CPJ nmsbers. 
That could bring a little bit 
of support* he said. 

The benchmaik Septwnber 
10-year bund future settled 
at 108.29, up 0.32 in volume 
of 2&4J)00 contracts traded. 

hx IX GILTS, the Septem- 
ber lOTear futures contract 
settled up 0.44 points at 
106.60, hi voZome of 39fi00 
contracts traded. 

The Debt Management 
Office said h would eozreert 
holdings of the I1.7S per cent 
2003/2007 dual-maturity gibs 
Into the &£ per cent stock 
due 2003 at a rate of ctiais . 
of the 2tXQ i^ts tor every 
£100 Of tile dual-maturity 
stock. 
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Outstandings up more 
than 25 % in first quarter 


^Sbaon Davies 


New mtemational bond issues 


OnsB"' Mm Mm 


DaaliwM' 


added that the bond, which 
was primarily targeted at 
ftaZian institutional inves- 
tors, was priced at rou^ily 
40 basis points throi^ the 
equivalent spread on Aigeo- 
tina’s dollar benchmark. 

“There are good deals to 
be had for emerging market 
borrowers in other curren- 
cies despite the general cli- 
mate," he said. The bond 
gras priced at a 250 basis 
point margin over Libor. 

Nevertheless, emerging 
market paper widened fur- 
ther yestei^ fiollowiiig the 
toilure of the Japanese gov- 
ernment to launcto a new fis- 
cal package at the oveekeod. 
J.P. Morgan's Emerging Mar- 
ket Bond Index widaied to a 
spread of more than 600 
brats points. 

A two-tranche bond from 
BEE^CA boosted the Belgian 
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mortgage-backed secoxitles 
market. The bonds, for 
BFr4bn and BFt6.285bii. are 
a package of social boosing 
mortgages Issued by IS 
banks. 

The bonds were distrib- 
uted by Bacob, Banque Brux- 
eUes Lambert and Bear 


Stearns, which provided 
International distribution 
capatity, without being syn- 
dicated. They received “wide 
distribution across Europe, * 

one hanem- nntrt 

The lar^ of the two 
bonds eanies an AAA rating 
and was priced at U basis 


points over three-month 
Btoor. The smaller bond car- 
ries a rating of Aaa and was 
priced at 2S basis points over 
thrae-mnnth Bibc^. 

TTcnarta is tO iSSUe a lO- 
year D-Mark bond of im to 
DM4bn tomorrow, its first in 
the currency fer 10 y ear s. 


The battle of the European 
indices began yesteiday. 
irith the launch of Dow 
Jones Stoxx SO index fiitorra 
cm the FXankfiirt and Paris 
darivatives exchanges, in 
competition with the ET$E 
Eurotop contracts traded in 
London. 

Tlie Stoxx 50 contracts 
made a cemfldent start, with 
444 contracts traded in its 
i»wiAT of /Mffnpaniee in EUTO* 

paan Tviftnatarr y iiwinn coun- 
tries (the Euro Stoxx 50). and 
484 contracts in its Imader 
Bureq^ean index. 

By comparison, 73 con- 
tracts ware traded in Emt^ 
teqp futures on thmr opening 
day in May and only 10 con- 
tracts woe traded yesterday 
- aJthou^ 854 contracts 
were traded last W ed nesday. 

The Stoxx products are 
being traded on botii Etntat. 
the merged German and 
Swiss futures exchanges, 
and on France's Matif. How- 
ever. once the exchanges 
have completed their clear- 
ing link next year, the con- 
tracts will in effect be on a 
erngfft trading platfono. 

Analysts have argued that 
tiiB battle tor the status of 
pre-eminent pim-Bnropean 
iTutMT gill Dot gather steam 
until next year, when the 
euro u launched. 

After January 1, a vast 
number of insthuttoos wfil 
restructure investment port- 
folios on a regional basis, 
where they were previously 
forced to concentrate on 
domestic currency invest- 
fOeOing daanawd fitir 
ragioniQ benchiDarics. 

Michael mawag iw g 

director of Stoxx. said: 
“Today's listings are a major 
steg? on the road to establi^ 
ing Dow Jones Stoxx 
as the benchmarks for 
Europe and Euroland.* 


The eomrnereial paper markal grew more than 25 per cent lit 

the first quarter of 1998 compared with the same period of 
1997, but the rate of r>of>4JS growth couW 19^ to 

detaulta. according to a report from Moody's Investors • 

8^(VlCi0b 

The US credit rating agency said absolute levels of credit 
risk in the $1 WlObn comrnercial paper nwrioet 

but pressure was Increasing wilh the eftects of the Asian ol- 
sis and the gnwth in new markets. 

The i^Toit sted “the sharp increase in commercial paper 

outstandings in countries where the 'orderly »dt* medianism 

Is relalhtely weak may lead to higher credit risk". 
hBstorically, access to the CP mailoet has been open pti< 
to Iwge issuers of a high credit quality, so defeun rates 
have been low, with 44 issuers defaulting since 1972. 

However, the BrazIDan CP market grew by 400 per cent last 
year, and in Mexico the growth rate was 2,000 per cent, with 
the two markets amounting to $14bn. VWfh the increase in 
emerging market exposure in the CP marital, the report wame 
that deteults may also rise. Smon Davies 


DBUVATIVES TRADING 


CSFB to launch internet system 


Credit pRSt Boston is to launch an intemef-bassd sys- 
tem for the trading of derivatiwas products - the fust of its 
kind on foe Intemet The teciUty. known as PrimeTrade, win 
span trading in afi escchange-feted derivatives contracts and 
provicle CSFB's customers with access to both open-outciy 
end electroni c Bg t o d products. 

The mcTve, which follows the computerisation of the listed 
derivatives market over the last 12 montiis, coincides with 
widespread inveslment by bertim in electronic traefing of deriv- 
atives products. This includes trading in both over-the-counter 
and listed products. 

Pi toe same time, exchanges such as the London Intsma- 
tiotml Fkiancial Futures and Options Exchange are investuig In 
computerised technotogy that wiN provide users with access 
to aR electronic exchanges from the same screen. The tech- 
nology, known as open arctHtecture, is considered vital to the 
arccess of mcchanges ki tiie future. Edwarti Luce 


SHARE INDICES 


Deutsche Borse plans Sdax 


Deutsche Bfirse. which nais the Frankfurt securities 
exchviges, piars to introduce a new smaH cap index latw 
this year to inciude between 700 and 150 shares. The SOax 

indsK wni rank beksw the Dsoc indax of 30 blua chips and the 
MDax indsK of 70 medium-sized companies. 
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CURRENCIES & MONEY 


Yen falls as pound 


MARKETSRB^ 


“ne qnestum hap- 

pms afier Mr leaves 

China." 

■ China is parOcolaily 
mftomt, siiiee Heats that ihe 
eotmtiy was coatemplaiing 
its o«Q deealuatian to eas’ 
pete with the weaker yai are 
thoQg^ to ham he^^ coo- 
Vince the US to protect the 
Japanese eu ii e n cy. 

Bat it is Tokyo which nlti- 
mately hae the *«»*► of 


about die yen. So iiEir, the 
market has been unim- 
pressed by Japanese offi- 
cials* despttB toi- 

tial impressions tbal the US 
had seeured some sort of 
deal on Japanese r^onn 


indecisive,” said Tony Nco^ 
i^at A^Aimo. 

*They're nakine this 
pretQr expensive time that 
they've bought with the 
iBtgvs gia on.* 

The yoib wealmess yesta*- 
day csme in the wake of Sat- 
urday^ meeting In Tokyo of 
indnstrialised and Aslan 
countries, wtaidh fell short of 
sating oat concrete ste^ to 
hi^ the Japanese economy. 

But the yen har dened 
tionahy after a mling party 
official espreesed his hope 
that a plan to grant new 
loans to borrowers from 
failed banks would be 
announced beftare the sched- 
uled date of July & 


By Daoiel Dombey 

yen weakened a paip 
yesterday, despite market 
expectations that the US 
Federal Reserve will soon 
intervene to protect the cu]> 
reney once again. 

Fed-ta^ired nerves left 
traders unwilling to push 
the coirency too dose to the 
sensitive level of Y140 
against the dollar. Amid low 
volumee, tt. ended the Euro- 
pean trading day at Yis&i, 
compared with Vise during 
late tcaditigcm Priitgy. 

V ft is widdy believed *ha* 

V the US wiD be particularly 
keen to protect tiae yen dxa- 
ing President BDl Clinton's 
trip to China, which begins 
thy Thursday. 

“Ihe markets are 
the view that any interven- 
tion is simply the ertap ei pp 
of Clinton’s hotel bill and 
would not be surprising 
wedc,” said Farsoos at 
Paribas Capital Markets. 


vmen it stepped in to hoJp 
tile currency. 

~nie Japanese have been 


■ POUND W NBIV YORK 


JW6 

-4ma~ 

-niv. dBH 

£H0l 

14710 

1645 

lam 

14655 

14730 

3Hk 

1.B627 

14860 

ITT 

14378 

14*13 


U The pound ended Lon- 
don trading above DUd.OO 
itar the first time since mid- 
AjniL 

AltbooA there is wide- 
qiread scepticism abont bow 
kmg steriiflg can remain at 
such levels, tile cntrency has 
been helped against the 
IVMark tv worries about 


breaks barrier 


?hMBa/Caaadt : 

fiamvnteiiSalMiiM USddw- 





Russia and expected 
Increases in US Interest 
rates. 

Confidence in Russia, 
which has strong tradhig 
aT^i< ftwariMfli UwV* with Ger- 
man banks, has been 
affected by specolstios 
about a pcwslble devaluation 
m the eve of talks with the 
IMF over a new loan pack- 
age. 

US i n te r est rate expecta- 


tions began to factor is at 
least one more rate rise after 
data showing inllationaiy 
press u res was released last 
week. Bnt some analysts 
argue that the efibct of such 
expectations on the currency 
is beginobigto flag. 

Yesterday the pound found 
St bard to ventnre much 
higher than OMS.OO as 
options to sell sterUng at 
snch relatively high rates 
kldted in. 

Mr Parsons added that 
sterling mi^t suffer » ga»»« 
tbe D-Mark if the yen esperi- 
emced another big &11. tince 
demand for D-Marks in 
return fiir the Japaxkese cur- 
rency would outstrip 
dttnand for sterling. 


■ OTHB GUBREMOES 

MS t t 

oiw la SUMO - s&fitn suae • 3 isni 
>kiMT 3was - xaTwnanB - nus 
la sotan-soiuoaoDOtt-aaiiuo 
KM Aim - asis ojoo • okm 
m «SM - KStw zsaD - umo 
MW U119 - &mr UTW - iwo 
Mi ISS 57 - lAsae arts - ums 
iu£ ettOB - ai45i ISIS - um 


Meanwhile, the D-Mark 
briefly touched DM1.60 
gainst the dollar beiOre ^- 
ing ba^ to DML79L 

■ The effects of tbe eoatuiu- 
tog Asian crises were high, 
lighted by by Tung Chee- 
hwa, Hong Kong's leader, 
who wanied of continued 
economic contraction but 
promised to defend the cur- 
ious peg to the US dollar. 
In a move to persuade empo- 
ratioos to leave their profits 
in Bong Song. Mr Tuz^ said 
the territcay would now lon- 
ger tax interest income 
earned on corporate bank 
accounts. 

Elsewhere, the Canadian 
dollar, touched a record 
intra-day low of CSl.475 
against the US dollar. The 
currency has long felt tbe 
efibets d Canada's low inter- 
est rates. The recent weak- 
ness of the Australian dollar, 
often thou^t comparable to 
the Canadian eQrrene5\ has 
also tugged it down. 
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GOLD CONFERENCE WARNED OF INCREASED CENTRAL BANK USE 


ECB seen as active 
market participant 


Low oil prices may spur innovatioK 




■■■• ■ \z 


By Robert Gomm 


By Keimefli GttMRng, Umag 
Conespondent. in Bareebiiia 


TgO, eral-1997 134^ mnes 


The new European Central 
Rank would almost certainly 

become an active participant 
in the gold market by mak> 
ing whatever it had in tts 
reserves earn some Income, 
gold producers were told yes* 
terd^ by a Bank of Sl^dn 
oEQciai. 

The liquidity provided in 
this way by central banks 
has been held responsible for 
the steady fall in gold prices 
to a recent 18-year low. 

Producers were already 
disappointed by the Indica- 
tion that the ECB would 
hold only 10 per cent to IS 
per cent of its reserves in 
gold, less than they had 
hoped. 

Luis Linde, director gen- 
eral of the Bank of ^pain's 
foreign department. Bank of 
Spain, suggested at the 
Financial Times World Gold 
Conference that the bank 
would follow the example of 
many central banks and 
become "a new participant 
in the gold financial 
market”. 

He said there was little 
incentive for any central 
bank to hold gold as a non- 
revenue producing a^L 

“More active gold manage- 
ment is obviously a compro- 
mise between not holding 
gold and holding unproduc- 
tive gold. More active man- 
agement of gold holdings 
involves normalising gold’s 
position In the balance sheet 
- treating it as just one 
more risk asset and not so 
much as a store of wealth 
linked to the credibility’ or 
prestige of the monetary 
authority.” he said. 

In response, John Willson, 
president of Placer Dome. 
Canada's second largest gold 
producer, delivered a pas- 
sionate denunciation of cen- 
tral bank activity. 

Mobilisation of western 
central bank gold since the 
early I980s had been a lead- 
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Few In the oil industry 
welcmne low prices, but if 
they can be said to have a 
silver lining , it may be to 
encourage greater innova- 
tion in an Industry that has 
traditionally been aninng tiie 
most cautions and conserva- 
tive. 

Although some boards of 
directors may fbel more con- 
fident in broking new tech- 
nolc^cal ground when oil 
prices are high, many engi- 
news believe it is low prices 
- and the prospect of low or 
no profits - that are the 
main driving forces in 
introducing step changes in 
technology to t^ indostiy. 

Both three-dimensional 


seismic techniques (which 
have reduced the risk of 
exploration by pinpointing 
attractive prospects more 
accurately) and horizontal 
d rilling (which allows com- 
panies to lecovm: more oil 
t p siting individual wells 
more productive) received a 
big boost tram earilm' p^ 
ods of W prices. 

Arndysts say the present 
bout of price weakness may 
push otte cost-saving tech- 
nologies to the fore. 

Earlier this monlh. Hardy 
on and (3as, a UK indepen- 
dent, announced a joict vesi- 
ture with Hallibuiton. the 
Texas-based oil services 
giant, to maiket new tech- 
nology that its promoters 
claim conld shave as mnch 


as $2 a barrbi off develop- 
ment costs, as well as cut 
operating expenses. 

Hieir fbcos is on reducing 
the ofihore induatEys reli- 
ance on costly surftee plat- 
forms and specialised pro- 
duction vessels, by plac^ 
on the seabed the processing 
equipment that separates 
the oU, natural gas and 
water mixture common to 

most reservoirs. 

Such equipment normaTly 
takas up ctmsiderable q>ace 
- gnd adds costly wa^st - 

on a platfbnu or floating pro- 
duction vesseL 

With ml companies mov- 
ing into water depths of 
3,00(kn or more, many engi- 
neers are questioning the 
need - and the expense - of 


pumping large quantities of 
water to the surfsee to be 
processed, only to send it 
back to the seabed for 
re-mJection or disposal 

A numbff of big engineer^ 
<ng ^^mpaniag. iorfudlng the 
research arms of several 
large oil groiqis, are woridsg 
on puttiz^ more c^^tions 
on &e seabed. 

John Walmsley, Hardy's 
chief executive, said a reduc- 
tion $2 a barrel in devdop- 
costs “could be the dlf' 
tbrenoe between 'go' and *00 
go"’ lOr many projects under 
pressure fitan low prices. 

. Ihe Alpha Prime subsea 
tedmology being devdi:g>ed 
by Bardy and Ibdlfinirtan's 
Brown & Boot Enogy Ser^ 
vices unit relies on new 


"ambling tfjrtmnlQgy^’atne 
of which was develcped for 
submarines and thenud^ 
indus^. 

Its main features -are 
advances in valve^ modi^ 
constnmtion and etectrical 
connections that make it 
passible to use ccmvmitiona! 
oil processing equipm^t 
the sea bottom. 

. The economic impact of 
sudk technology, which is 
stDl in development, could 
be considerable, says Mr 
Walmsley. Removisg. ^ 
watm* from oil at the source 
eliminates the need fear 
expensive “multi-phase"- 
pnmpB. Conventional pumps 
could be used to move the oil 
to surface facilities up to 
8(flan away from the si^ 
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ing fector in the flail in gold's 
purchasing power, be 
insisted. Central banks hart 
since 1996 earned less than 
$3bn from lending gold to 
the market but had caused a 
SlOObn drop In the value of 
their reserves. 

“As long as such a lending 
pool continues to grow, lease 
rates and the gold price will 
be low and many producers 
will continue to hedge to off- 
set some of the value the 
central banks are destroy- 
ing," he added. 

Mr wnison called for more 
coordination of central bank 
activity and more clarity 
about their intentions 
towards gold to “help 
remove the incentive for 
speculation by those who 
have no Intention to hold 
gold for the long tenn". 

Rudolf Trinlr, head of trea- 
sury at the strategy division 
of the Austrian Central 
Bank, said there were no 
strong commercial argu- 
ments for central banks to 
bold gold. 

Nevertheless, “this 
Defects the fact that pnblic 
confidence in central banks 
is largely based on the idea 
that central banks are not 
primarily income-driven 
institutions, but are respon- 
sible for maintaining confi- 
dence and trust in the cur- 


rency. Therefore, it is foir to 
say that psychology is, and 
should be, an important fac- 
tor for the holding of gold by 
central banks. The fact that 
gold is no-one's liability is 
one of the pillara of public 
confidence." 

Mr Trink also said it 
should have caused no sur- 
prise that the ECB would 
bold relatively little gold in 
its reserves, and this shouJd 
not be interpreted as an 
aversion of the ECB and 

naHnnal lianits tO gold. 

The ECB's reserves pro- 
vide it wiOi financial muscle 
to intervene in currency 
markets. As gold would first 
have to be converted into US 
dollars before It could be 
used in interventions, **11118 
de facto puts a certain limi- 
tation on the share of gold in 
the ECB's reserves". 

Central banks also had a 
need for “financial buflhrs" 
and for that reason should 
not keep too mudi gold in 
their reserves. 

Mr Trink held out the 
hcqie that some co-ordination 
of policy would develop 
between European central 
banks, because the ECB 
would want to show “edio is 
the boss" and its approval 
would be needed for sobstan- 
tial moves by member coun- 
try central banks. 


Smaller crops set to 
pushup price of castor oil 


Coffee falls on 
Brazilian outlook 






By KmM Bose in Cateutta 


Prices of castor oil are set to 
jump after a big setback In 
the castor seed crcgi in Bra- 
zil, the world's third largest 
PF^ueer. 

Trade offidals say Brazil's 
castor seed crop, which 
castor oil is produced, will 
foil to about 50.000 tonnes 
this season from 150.000 
tnnmns last time. 

India, which produces 
nearly thieoquarters of the 
world's castor oil. is also 
harvesting a smaller crop 
this season, and China, the 
second lazg^ producer, will 
lift castor on imports by 

20,000 to sojno toxmes. 

“Castor seed prices axe iq> 
more than Rp^LOOO (847) a 
tonne to over Rpsl4,000 a 
tonne since January last," 
said. S.C. Cbatteijae, analyst 
at the OU Market Associa- 
tion in Calcutta. “As Brazil, 
a traditional exporter turned 
into an importer of castor 
oil, and China buys more 
frmn Uie world market, there 
will be a world supply sbort- 
foU of over lOOXXX) tmines of 
castor oil. The shortage will 
boost castor ml prices." 


Castor oR. 

Spar-kmn ' 



The Bombay Oflseeds and 
Oils Exchange says the 
Indian crop wfll be TQOJOfXi 
tonnes, a^dnst more than 
750,000 tonnes last season. 

“At 40 per cent recovery of 
oU from seeds, the Indian 
production of castor oil will 
be 2B0ffXi tonnes," said Mr 
Chattezjae. “Our own 
requirement is 95,000 tonnes. 
Since there was no surplus 
last year, hidia^ export in 
1998 will be 185,000 tonnes." 

In the first Sire months of 
1998. India exported neaiiy 
loojioo famnAB of castor ofl. 


Meanwhile, India's new 
international castor oil 
futures exchange in New 
Bombay is expected to start 
trading within the next two 
months. It is modelled on 
the biternational Pepper 
Futures Exchange at Eodit 
in Kara la , India's first inters 

nafinnal commodity filtUTBS 

exchange, which was 
last October. 

It will have links with 
commodities exriianges at 
Ahmedabad and Rajkot. 
wMch handle fixtures in cas- 
tor seeds. According to the 
BOOB, trading on the 
evehang e will ensuTG there 
is “no combing of stocks in 
a ti^t soiqtly situation". 

However, the new 
exchange is nnllkely to 
attract foreign trading 
houses as menibers until the 
Indian government allows 

rift11aw .ri owntnTTia tefl tradll^ 

Foreigners are likely to oper- 
ate through Indian associ- 
ates but will not want to 
expose themselves to fluctu- 
ations in India’s eotrency. 

The Prime Commodities 
Corporation of India will 

hanffla Ute filaarin g work Of 
new castor ml endiange. 


MARK ETS R gOB T 

By Gary Heed 


' Most commodities markets 
I maiked time yesterday, with 
I thin volumes gTid slack busi* 
' dominating the trading 
floors in London. 

On the London Interna- 
' tional Financial Futures 
Exchange the September 
contract for robusta coffee 
began to foel the weight of 
the predicted forthcoming 
vast Brazilian harvest .and 
dosed at 81,600^ down $43: a 
total of S.654 lots were 
traded. 

With the outlook for Brazil 
fit)st-free ftw the immediate 
fixtare, traders saw little rea- 
son to be bullish in the 
shortterm. 

Cocoa futures also saw 
littie activity, with only 2,628 
lote changing hands. The 
S^tembo: contract dosed £7 
lowa^ at £1,067 a'tonne. 

Beporm flom Ivmy Coast 
sng^sted-the harvest nught 
be as much as three weeks 
late and a total crap of i.lm 
tonnes ml^t be eiqncted for 
the 1996-98 season. The car- 
rent season's crop is 
approaching L3m tonnes. 


On the London Metal 
Exchange there was scan^ 
any activi^, the mood \bb 
market seemingly eclipsed 
by macroecoDomte problems ' 
in parts of Asia. 

Three-month copper did 
hs best to hdd <m to last 
Friday's closii^ price bat 
ultimately fen 98 to $ 1,682 a 
tonne. Alunrininm followed 
suit and ended $9 lower at 
$1,349. A 

The International Nickel . 
Study Group said world 
mined nickel production foil 
in April 1998 to 66,500 
tonnes, while Consumption 
feil marginally to 76,000 
tonnes. 

Oil markets were subdued 
In the run-up to tomotiow's 
m^gHn g of the Oiganisetion 
of Petroleum Exporting 
Countries in Vieama, irtiere 
it is widely expect^ that 
fiirtiier jsoduction cuts win 
be a^^eed. 

However, few traders 
appeared willing to take 
much risk on the Interna- 
tional Petroleum Exchange, 
wfam votumes were excep- 
tionally small. August dated 
Brent crude had gained 48 ^ 
cents in later trading, to . 
$13.^ a beireL 
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ACROSS 

1 Strikingly like Monica 
Seles (6^ 

10 Unusually rude about a 

member,! judged (7) 

11 Inhibited the way I ran ( 7 ) 

Z3 A growB. like Sr 'niooias 

taking the momiDg off(5) 

13 ^draw Bafinese boundazy 

15 Unruly truants are fed no 

hBe(i(l) ^ 

16 Attempt to hide in 
class hotel (4) 

18 Call me an (Kldtty ( 4 ) 

20 Up and down they r4igmoa 
(4JB) 

22 Many will be sent into 
court this week (8) 

24 AraynextiS) 

26 Peer h ad new shrob ( 7 ) 

27 Funiace contains notiiing 
to prodoce hl^v exxdoslve 
unite?) 

28 Bandy indlviduai a r ran g e 
eoffs transfer ( 12 ) 
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Solution to Satnrday’s prise 
Solntion to yesterday's prize 


DOWN 

2 Insist on operatiixi to perse- 
cute (7) 

3 Anniversary by a thir d 
party 

4 Send in conciusions (4) 

5 Those who don’t a 
marie in a Serb organisa- 
tion ( 10 ) 

6 Russ buffot (S) 

7 Bowl round the new lot, 
stupid! C7) 

8 Untted, descendants fbUow, 
feeling less like Sampras or 
Hingis (6A4) 

9 Circular pitch (13) 

14 Trial never becomes inap- 
propriate ( 10 ) 

17 Newly retailed - by expert 
on minutiae? ft) 

19 My first Rolls takeg rich 
mixture that's resin-like (7) 

21 Yw’d kill to be ihfa cute 
with current im pHwiKnnft 
(7) 

23 land part in Diana movie 

. (5) 

25 Desert bound (4) 
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puxzle on Monday July 6. 
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LONDON STOCK EXCHANGE 


Football fever cuts Footsie activity to minimum 




ByPetar Mm 


It was bard to tell nhether it 
was the calm before the 
storm or just the calm before 
the match. 

Tto stock market bad one 
of its quieter da^ yesterday 
and suffered little follow- 
through from Friday's slide 
in New York where the Dow 
Jones Industrial Average 
closed 100 points lower. 

A comparatively Oat per- 
formance was underscored 
by light volume. And while 
low turnover is common at 
the start of the week, it was 


apparently cut farther by 
anticipation of Gn^and's 
World Cup soccer game 
against Romania. 

“Looking around the deal- 
ing floor, 1 would say that 
we're only running at 50 per 
cent today," said one senior 
sales trader. 

Consequently, an early 
markdown in the Footsie ol 
more than 70 points found 
little support, and the index 
rallied slowly throughout 
the day. 

By the close, and with no 
ei gniflflant aQnnnmin data CSt 
serious foUow-through on 
Wan Street to infiuanne the 
maiket. Footsie had nar* 


rowed its loss to only 23 
down at 6,725.1. 

However, die picture was 
bleaker in the second 
division, which dribbled 
lower the ninth trading 
session in a row. The FTSB 
250 is heavily r^inresented by 
engineering stocks, which 
are parficulariy sositive to 
raised Interest rates and a 
strung pound. 

And weekioid press com- 
ment that the Bank of 
England be tempted to 
raise rates again at its next 
raonetaiy policy committee, 
as well as sterling's first 
close above OM3.00 in UE 
trading since April. 


Siebe 

jitters 


increase 


COMPMIQRBIpCT 
By Joel IQbazo and Martin Brice 


Former glamour stock Siebe 
appears to ha\'e knocked the 
stuffiim out of its investors 
and rattled the nerves of its 
joint broker. 

“Buy" recommendations 
yesterday from Lehman 
Brothers and Morgan Stan- 
ley Dean Witter failed to lift 
the gloom that has sur- 
rounded the stock in recent 
weeks and the shares gave 
up another ll to £11.65. 

As one of the engineering 
sector’s big overseas earners, 
the continuing strength of 
sterling brought further 
pressure on the stock. 

Having hit a high of £15.35 
at the end of May. the shares 
tumbled after Siebe pub- 
lished full-year figives that 
feu below market expecta- 
tions earlier this month. 

Confidence in its ability to 
read Siebe and the rest of 
the sector also seems to have 
sunk at Dresdner Kleinwort 
Benson, one of Siebe's bro- 
kers. 

A note to clients on the 
sector says: “We fear we are 
in one of those periods when 
we cannot have any confi- 
dcmce in forecasts. speed 
of change in many busi- 
nesses. especially in May. is 
extremely worrying." 

Tbe worst performance in 


the Footsie was by British 
SteeL which closed at 
a fan of sys. altboui^ most of 
the fall was due to the Bto(^ 
going ex the 7p dividend yes- 
terday. 

However, sentiment was 
not helped by the pound, 
which yesterday moved back 
over the DM3 level in after- 
noon trading. 

The ftiitber rise in sterling 
left the manufacturing sec- 
tor looking very sick indeed, 
with several leading stocks 
badly mauled. 

Even those perceived to be 
cushioned by their position 
as suppliers to the military 
did not escape, with British 
Aerospace off 6^ to 450Kp 
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MINISTkie DE L'kCOiVOKIE 
DES FINANCES ET DE L'lNDOSTElX 


PRESS RELEASE 


The French Minister of the Economy, Finance and Indusoy has decided to sdl, in 
a prixuie placement, the French State’s 66.9% nujori^ intoesc m Ces fa , a Public 
Limiietl Company incorporated in France whh issued capital of FRF 1,580,616. 


Cesia Li a business and informarion systems oonsulcaiicy Am provides assistance in 
derining strategies, vnxh business plans and infbmudoa system audits and masmr plans, 
support for intbrniadon systems prime conoactors and prcqeci ecgmeetii^ usii^ new 
IT and tdccomiTiunications tetirniques. Cesia reported sales of FRF 33 in 1997, 

primarily from the competitive seaor, with 50 employees. 


Mr. Schmrltz, Honorary VleaiiMrofFfaaee’s Council ofStare; will issue a reporcoo 
(he terms and proodiues of this privatization. 


For hinher information, interested investors should oeaiaa Mardne 1 immtA or 
Florence Pierre at Compagnie Industiidle ec Fuandire Omcoide, 98 Ms Boulevard 
Haunmann, "5008 Paris (Tel.: +33 144 90 88 00, Fax: +33 144 90 88 09), which is 
advising the French State for this transaction. 


Purchase oH'eis with finandai references (ori^nal and 14 copies) should be submit 
toJ i«i ilie Mimsm* of the EcoRomy, Fuuaae and lodusuy, Treasury Oeparoaesc, 
Bureau E3. Tdeiioc 227, 139 rue de Beicy, 75572 Paris Cedes 12 by Tbuisd^, 
July 2.^, ^:00 p.m. 


BipubBquD fr a np ri sD 


heigfatozied that sa asitivi ft'. 

By the close, the Pl'SE 250 
was off 36.6 at 5,661.9, repre- 
eentltig a slide of almost 7 
per cent in two weeks. 

Tlie Smancap ijidex was 
off even more in pMceatage 
terms. It fell. 33.4 to 2.661 A 
TTie fen in the equity mar- 
ket was matched by the 
growing divergence fixm the 
btmd maricet where 10-year 
govemmmat paper was up 
nearly half a p(^ as the 
problems with the Japanese 
economy encouraged a move 
towards safer havens. 

At yesterday’s close. Foot- 
de was reconUng a near 400- 
poiDt slide since April But 


the strategists at BT Alex 
Brown, who forecast 6,000 
for the year end. are wmned 
that more penalties coold be 

tairpn. 

In a note gloomily entitled 
“It's all going horribly 
wremg". Bob Semple aignes 
that estimates of 8 per emit 
profits growth will be shat- 
tmed by the rescogence of 
sterling, Asian, difficulties 
and tile squeeze on domestic 
companies. 

Even though investment 
funds g rill mainiain heavy 
cash weightings, Saxiple 
says: *“1136 UE equity market 
wffl imnain a rollercoaster 
ride over the next few 


months. Wifii cash corrently 
offerii^ 7.5 per cent, it 
remsuns the best place to put 
new money." 

Meanvri^ !tevin Adams 
of Baredays Capital says 
another rate rise “looks like 
overkill to us and risks slid- 
ing the economy off a diff in 
1999". 

Ovessll tuxnovmr by 
was 67S.4m shares, the low- 
est for three weeks. Activity 
was evenly balanced 
between Footsie and non- 
Footsie stocks. It was 
boosted by heavy tmnovtt 
in Shell TiraiispQrt, which 
represented more than 7 per 
cent of the day’s voluzne. 
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and Cobham down 12^ at 
S10.S2VL 

The rise by Weir Group 
was said to he a bounce from 
weakness as the stock 
gained 7 tO 212ysp, OOS o£ the 
better FTSE 250 perfor- 
mances. 

Elsewhere In the midcap 
Index, ot^nem were among 
the worst performers. One 
engineering ^ledalist said 
the sector was sufferii^ 
from three factors. The 
Strength of Qie pound was 
combining vritii fears of ftii> 
ther troubles in Asia and 
OQDoenss over a cooseqaeat 
slowing (tf growth in Europe 
and tte US to sour senti- 
m alt to manufectorers. 


Best'and woim perfoenhq FISE SBChNS - 
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The latest bid speculation 
among rttail banlting issues 
settled on AffianoeA Leices- 
ter and Woolwich after the 
former was retorted to be 
kemi to pursue merger talks 
with the latter. . 

Alliance & Leicester said 
the story was “spem^tive" 
hut did not deny it and 
shares in the group rose 22 
to 797p, while Woolwich 
ended the day 4 ahead at 
3i9p, after trade of 4.9m. 

One analyst said: T think 
tb^ two are now in play 
althou^ I doubt they wiS be 
merging. 1 can see other 
groups emerging to bid for 
Alliance or Woolwich indi- 
vidually.'' 

In the rest of the sector, 
fells on the Hoag Eong mar- 
ket once again a toll 

on A^-related stocks. HSBC 
fell 40 to £14.75, vidule Stan- 
dard Chartered eased 2014 to 
620p. 

Reports su^esttng mobile 
phone operator, Oran^ is to 
announce tariff reductions of 
up to 15 per emit and pa(&- 
ages focusing cm local and 
re^onal markets today, 
helped make it the best per- 
former stock in the FTSE 
KM. 

The shares gained another 


Or sheker to tne 
homelsss, .^n fad, one 
ot the r^icesi things 
about living here in 
A.Ter, ’ca is t.nat you 
reai'y don't have to do 
an'^'xhJng for anybody. 


TotheSOtniBion of you mho 
votonieetcd timt and money last 
yea^ thanb for aD you^M gnea 
Imagine what more could do. 
Call FBOfr^MiWEilt'Siitot 
iniheMridyouan do. 
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28 to 55ip. The company is 
meeting with analysts today 
to outline its ftatuze strata 
for both the UK and Europe. 

Rivals Vodafime were also 
in demand and tiie shues 
gained 17 to 73Sp. Secnricor 
aien moved agiunst the mar^ 
ket trend closing 9 ito at 
449p. 

The possibility of a 
break-Tto bid for paper and 
pgrffy giw g group an 

idea floated in the weet^d 
press, saw tise shares rise 13 
to 26^. Ttie potential bid- 
ders were said to hatv lined 
up buyers tor sevaal of Rex- 
am’s non-core hustoesses. 

One estimate of a break49 
value of the company was 
about 369p, with Dresdner 
Kleinwort Benson advlaiiig 
cUents yesterday to buy the 
stock. 


Pubs go flat 

A profits warning from 
pubs group Beg«ait bins saw 
the shares tumble 140 to 
176^ip. Brokers downgraded 
forecasts by around £3ni to 
£13zq. JD Wetberspoon fell 
in response, shedding 2214 to 
290^. 

Claremont Garments 
returned from a brief sns- 
penrioa to bounce IS to 30p, 
making it the best pcxform- 
ing stock to the FTSE All- 
Share. 

The poor marirtt trend and 
sporadic sdling combtoed to 
make Schroders the worst 
performer in tiie FTSE 100. 
The shares gave up 120 to 
£14.81. 

Oil stocks were in demand 


of the Oigaitisatlmi of Petro- 
leum Exporting Countries, 
where production cuts are 
to be announced. 

BP jumped 19 to 85Qp. with 
sentiment enhanced by 
fevouraUe comments from 
analy^ foBowtog a trip last 
we^tb Alaska. 

Steve Turner at HSBC 
said: “The impressive fea- 
ture of BP'S operations in 
Alaska is the scale of the 
resource base. It could be 
sufficient to sitoport existing 
production for the next 40 
years.'’ 

Shdl was the busiest stock 
In the Footsie with SOm 
traded. The shares hardened 
a penny to 409p. 

Property ' group Conyieo 
Holdfi^ was up 4 at 26lKp 
after more than doubling 
pre-tax profits. . 

Stag^aeh suffered an 
. Inan^nciona entry toto tha 
FTSE 100, decltotog 67 to 
as analysts expressed 
caution on the deal with 
gin Hess comment that 
suggested the stock was 
ovOTahied, and whufe set a 
£11.20 value on it, was also 
said to have hurt smttiment. 

Even ttie hitberto powarihl 
infotmatlon technology 
stocks were not iTniwnnc 
from tiie maritet malaise, 
with some of the leadix^ 
stocks seeii^ large mark- 
downs. Foremost among 
those to suOto: were Sage, <01 
8714 at £1150, and Admiral, 
off40at£lL4a 

Notable among; the risers 
was Ifficro Focos, which had 
suffered badly in the wake of 
its US acqui^oii of Inter- 
solv as New York trading 
rttfgfcg moved to set up their 
arbitrage positions. Yester- 
day they Trained smne of 
their fiiT*»ng th, rising 214 to 
430p. 

Sentiment in the stock 
was helped by Dresdner 
Kleinwort Bensmi’s FTSE 
250 team commcmling on Fri- 
day that followtog the feOs, 
MUsc Focus represented tiie 
best value of zuidcap IT 
stocks. 
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G7 disappoints with lack of Japan plan 


WORLD OVERVIEW 


Disappointment that the 
weekend’s meeting of G7 
deputy finance ministers did 
not result in a detailed plan 
of action to reform the Japa* 
nese economy weired on 
world equity markets yester* 
day. wrius Philip Coq^, 
Investors had h(^)ed that 
the US lYeasury's participa- 
tion in last week's yen sup 
port operation was a quid 
pro quo for promises of Japa* 
nese reform. 


But although a Liberal 
Democratic party official 
suggested that plans for a 
‘bridge bank” would be com- 
pleted by July 8, the markets 
were imhappy at the lack of 
specifics. 

"Unless additional policy 
measures are taken, in par- 
tietilar pmrtainlng to the tax 
system and the financial sec- 
tor, the effects of foreign 
pvrhang e market interven- 
tions will soon fizzle out,” 
says Peter Cornelius of Deut- 
sche Bank. "The economy 


appears even weaker than 
expected, monetary policy is 
unlikely to be changed any 
tinw* soon and with capital 
re s trictions recently liberal- 
ised, the Japanese yen is 
forecast to return to its pre- 
intervention levti relatively 
soon.” 

Ihe yen dropped hack to 
Y138 against the doDar yes- 
terday most Asian mar- 
kets ended lower, with the 

Hang ’ Seng inrtPT falling 4^ 

per cent and Bangkok 3 per 
cent The region's economic 


problems remain, whatever 
the yen's level 
However, Joe Rooney, 
global strategist at T^hman 
Brothers, ha* incrffiyvl hls 
eqHjsure to Asia after last 
week’s intervention. “Events 
of the past week surest the 
markets will not give the 
Japanese the luznry of time 
to sort out their stmctoral 
problems, upon which the 
fortunes of Asia and. 
incieasli^ty, the rest of the 
world, founder.” said Mr 
Rooney. 


"Against such a backdrop, 
we felt that carrying an 
underweight exposure to the 
Asian equity markets was 
too gr^ a risk.” 

Europon losses we« sub- 
dued yesterday, in part 
because a stronger dollar 
usually helps the region’s 
equity markets and in part 
because their rebound late 
last week was less robost 
than Asia's. P winlf ft irt even 
mana^ a small rls& 

After its phenomenal run 
in 1997 and 1998. the Th>Kan 


market has telleh sharply 
over recent months. But 

P^anCOlS T ■ftTf gfi ^^ ft. nomn ypn 

at Credit Suisse First Boston 
is qpbeat 

“The increased volatility 
the Italian equity maritet 
has been caused by bouts ctf 
Asian contagion and not by 
a change in domestic funda- 
mentals,* he said. "The out- 
look remains favourable 
towards equities with domes- 
tic growth picking up, low 
interest rates and low inila- 
tkar” 


EMERGING MA RKET FOCUS 

Latins look 
silver lining 


Dow ahead Asia worries hold Europe back 
as tech shares 
remain firm 


AMERICAS 


US shares managed to shake 
off early losses and trade 
slightly higher by midday, 
with many of the best gains 
being marfe in the technol- 
ogy sector, writes John 
fifipfitf in Nao York 

Investors were eautioTis 
throughout most of the 
morning session, foUowing 
steep losses taken in the 
blue chip sector on Friday. 
But by early afternoon, con- 
fidence appeared to be reap- 
pearing. 

The Dow Jones Industrial 
Average climbed 15.70 to 
8,728.57 by midsession, while 
the broader Stan- 
dard & Poor's 500 was up 4.73 
to 1,105.38. 

Technology and small cap 
shares pushed higher as 
well Ihe Nasdaq composite 
was up 9.28 to L79a97 while 
the Russell 2000 Index 
gained 1.73 to 440.20. 

llie IVeasury market was 
stronger as the dollar 
climbed against the yen in 
the wake of the weekend 67 
meeting. By early afternoon 
the benchmark long bond 
had gained ^ to 106S, Rid- 
ing 5.653 per cent 

Shares of Walt Disney 
were lower, off $1B to SlOSft 
after Bear Steams cut its eps 
estimates for 1999. 

Other shares suffered 
steep losses in morning 
trade, Including Sunbeam, 
the consumer products 
maker, which plunged glU 
or more than 17 per cent to 
SS’'«. The tumble followed a 
T^Knt that the company was 
the subject of an Infotmal 
investigation by regulators. 

But behind the market's 
dull tone were several sharp 


climbers. General Re, which 
is being acquired by Berk- 
shire Hathaway, surged 
more than 18 per cent or 
$41% to $262 in spite of low- 
er^ rating by analysts at 
Morgan Stanley and CS First 
Boston. 

Aiziine stocks also contin- 
ued to rise after Merrill 
Lynch raised the eps esti- 
mates on several of the com- 
panies. Southwest Airlines 
rose $114 to $29^ while Delta 
Air Lines gained $1K to 
$128%. 

Compute^r8lated sectors 
were higher, America 
Online, the internet com- 
pany. gained $3H to $10Q 
after the US Supreme Court 
issued a favourable ruling. 
Semiconductor producers 
were also higher, with Intel 
up $lft to $719. 

TORONTO ran into profit- 
taking In the heavyweight 
bank and gold sectors as the 
natiaHiaTi <^ft11ar lost ground. 
The 300 composite Index 
moved lower from the open- 
iz^ bell and at the noon cal- 
culation was off 41.69 at 
7411.70, 

Bairlck Gold foil 45 cents 
to C$26.lS and Placer Dome 
lost 30 cents to C$16.2Q. 
Among hariIcK , Royal Hannlt cX 
Canada gave up SS cents to 
C$8S.40 and Canadfan Impe- 
rial SO cents to C$45.65. "The 
currency weakness Is a 
strong argoment for hi ghar 
Interest rates," said a bro- 
ker. 

There were firm features 
awinng lesser caps. Midland 
Walwyn, Canada's largest 
independent stockbroker, 
jumped CS15S to 0829.80 fol- 
lowing an $855m takeover 
bid from Merrill Lynch of 
the US. 


Sao Paulo loses gains 


SAO PAULO reversed 
Friday's gains, with sizeable 
losses among blue chips 
leading the broad market 
lower in early trading. 

With Wall Street Tn.nk<ng a 
fairly directionless start and 
cash market volume sub- 
dued, Brazilian equities 
mostly took their cue from 
the local derivatives market, 
where early downside pres- 
sure quickly took the shine 
off leading stocks. 

Telebrds, up 1.S per cent 
on Friday, retreated l.S per 


cent to R$123.60, and Petro- 
bids came off 1.6 per cent at 
R$212.S0. By midsesslon, the 
Bovespa index was down 137 
at 9360. 

MEXICO CITY moved 
lower ahead of this week's 
key trade data and with a 
certain amount of nervous- 
ness creeping into trading In 
the 

gathering of Opec energy 
ministers in Vienna. 

The EPC index was off 
7449 at 4,27935 at midses- 
sion. 


HjRqre. 

rjmnom over the continuing 
tensi ons in Asia pulled 
FRANKFURT back from Hs 
best levels and shares were 
mixed at the end of elec- 
tronic trade with the Xetiai 
Daz index Just 339 higher at 
53484L 

AiTanwoamattri pxit in an 

unexpectedly stnxig pefor- 
mance, rising DM8.30 to 
DM168.k) after the industrial 
and telecommunications 
group announced that new 
shares in Its DMSbn caj^tal 
increase, whidi begin trad- 
ing tomon ow. win be priced 
at DM160 tquece. 

Bankgesellschaft Berlin 
put on DM230 to DM41 as its 
planned merger with Nord- 
dentsche Landeabank 
received its final gcKdiead. 

A DU4930 stu^e In 
Miwii<rVi Re to DM86230 was 
attributed to analysts’ 

The car makers were 
mixed. Porsche preference 
shares dropped DMISO to 
DM4360 alter the grot^l said 
it haii not to pUTSUe 

the «<*q Tiiqtio n of the Iuzuiy 
car brand Bugatti, because 
of a lack of clarity over 
acquiring rights to the 
name. 

Volk sw a gen , reported last 
vreek to be dose to a deal 
with Bugatti, put on OB423 to 
DM1,682, while BB4W lost 
DM44.10 to DMl,7173a 

Pro Slebm Afodia slipped 
68pfo to OM9030 as the chid 
executive said the company 
was unhappy with the share 

price anH thmighl- ftin«ljini«»n- 
tals would justify a >iigh«a- 
quotatiozL 

PARIS reacted to negative 

weekad press prrmmpiit and 
the continued weakness 10* 
Aslan markets with a fiir- 
ther decline, in subdued 
turnover of FEYlS3bii. But it 
was a narrow points victory 
at best for the selleis. Hm 
CAC 40 index aided a bare 
11.69 lower at 4,015.63. 

Oils sustained a modest 
bounce on the rally for the 
commodity price, with Total 
up FFr7 at FFr738 and Elf 
Aquitaine FFr2 at FFr798. 
Civ Gemini jumped FFi22 to 
FFI970 In the wake of the 
recent better tone for US 
tech shares. Axa-UAP 


jMiTi (rirn ml ittni irtwl' 


a». 



improved FFiS to FFr641 and 
Scot FFrlS to FFiBTS with 
the mdostry 

in focus after last week's US 
deal between Berkshire 
Hathaway and General Re. 

Retailer Pinault-Fxintemps 
was the day's marker, 
slldiz^ FFr183 to FFr4.827. 
Saint Gobain was also weak, 
losing FFr38 to FFrl.088. 
Pediiney gave up FFn230 at 
FFr267.60 after 
Jean-Rene Bodier spoke of 
nncertalntles inaking for 
poor frading vlslblli^ *>iia 
year. 

Alsthom, the engineering 
group floated by (SC of the 
UK *nH Alcatel Alsthom of 
France, made an active If 
low key deboL In lumover 
of FFr3.2bn, the shares 
ended at tiieir flotation price 
QfP Fi2Q6. 

AfitSnSBOAM traded qui- 
etly with the AEX index off 
8,62 at 1,14436 at the dose. 

KPN PT stood out agaiost 
the downtuni, Fia3Q 

to FI 120.80 < on acquisition 
news plus bnylUg ahpad of 

the formal division of the 
company Into two busi- 
nesses, due at of 

month. And BolsWessanen, 
which plunged last week fol- 
lowing a lanfits waining, ral- 
lied 40 cents to FI 2930. 

Ihe broad mazket, though, 
was imifinmiiy weak. Philips 
shed F183Q to F1170.10 on 
the news that Seagram is to 
pay less thsn initially ezpec 
ted for FotyGram. whidi is 
nugority owned by the elec- 
tronics giant 

MADRID eased lower as 
Investmoit patterns showed 
a shift in favour of the 
bond market where 10-year 
yields came down to within 
a whisker of 5 per cart 

The benchmark general 


Rate fears push rand down 


SSQIITH AffllCA lower at 6,6643 after armther 

run up to tomorrow's rrr.l” tou^ day for the rand. 


Currency worries and talk of 
a rise for Interest rates con- 
tinued to push Johannes- 
burg lower. The all share 
Index ended 3.4 per cent 


Financials fell 43 per cent 
industrials 33 per cent and 
golds 1.5 per cent. Baziks 
leader Absa fell to R31.40. 
down more than 10 pa cent 


Bridge bank pledge helps Tokyo 


/^PACIFIC 

A pledge by a Liberal 
Democratic party leader ^ 
that a "brid^ bank” would 
be set up to maintain lend- 
ing if a leading hawfc group 
collapsed - helped TOKYO 
edge higher, writes Alex- 
andra Homey. 

Howeva. continuing wor- 
ries about the health of the 
banking Industry' checked 
the gains. 

The Nikkei 325 average 
dosed up 41.11 at 15309.09. 
Rising issues outnumbered 

decUnets 566 to 502 with 193 

unchanged. Trading was 
heaMest in banking stocks, 
with the Long-Term Credit 
Bank the volume leader. 
LTCS, which was rvimoured 
to be planning a merger with 
a city bank, plunged Y50 or 
4L6 pa cent to Y62 on fU^ 
ther signs of its rmanelal 
distress. 

Daiichi Kangyo, one of the 
banks reported to be in talks 
with LTCB, dosed down Y19 
to Y762. while Daiwa, 
another merger candidate, 
lost Y35 at Yl75. Both banks 
denied the reports. Nippon 
Credit Bank, which has bm 
reported to be focing a 
liquidity* crisis, closed down 
Yio or 7.4 per cent at YUS, 
and Fuji Rank lost YS5 a* 83 
per cent to finish at YS60. 

Volumes fell to 380m from 
462m on Frida)’, reflecting 
investors’ hesltmcy towards 


Hong Kong 
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the political package. The 
Toplx Index of all first-sector 
stocks was nearly flat rising 
0.04 to t, 18731. In Osaka, the 
OSE rose 44 to 16369. 

Construction and steel 
stocks rose on expectations 
of an eventual economic 
recover)’, azmlysts said. Nip- 
pon Steel gained Y7 to Y236. 
The construction industry 
rose 1.6 per cent overall. 
Talsei, the construction 
group, gained 104 per cent 
or Y28, to Y298, after an 
announcement that it would 
redeem YSObn of unsecured 
straight bonds next month, 
one year ahead of their 
maturity date. 

HONG SONG suffered a 
43 per cent setback after the 
G7 weekend meeting foiled 
to soothe concerns about 
Japan's economy. 


Profit-takers turned out in 
force afta the market's 8.6 
pa cent rally last week and 
the Hang Seng index tum- 
bled 387.70 to 830431 in 
tumova of HKSS.7lnL 

Pro p at y stocks were the 
hardest bit among blue 
chips, with the sub-index 
dropping 7.1 pa cent ahead 
(rf a government land auc- 
tion today. 

Some analysts were 
gloomy about the prospects 
for the auctimi even thoush 
Sun Hung Kai Properties 
said it would bid for the sites 
on offa. 

Shares in SHK fen HE$330 
to HKS3130 and Cheung 
Kong lost HK$2.30 to 
HES3630. HSBC slid HE$7 to 
HESISOSO as MoriD Lynch 
said it had cut Its 1998 esti- 
mate for the hanking giant 
by 15 per cent 

China-linked shares 
remained under pressure. 
The red-chip Hang Seng 
China-Afniiated Corpora- 
tions mdes slid 8.9 per emit, 
and H-shares tumbled 63 per 
cent 

BANGKOK dflcllned 3 per 
cent on fears over the finan- 
dal health of local finance 
companies. The SET compos- 
ite Index declined 8.42 to 
275.90 in low volume as 
investors unloaded finance 

Anri hmilring shaieS. 

Sentiment was also hit by 
formas threatening to pro- 
test in Bangkok against the 


government's International 
Monetary Fund-linked eco- 
nomic reform measures and 
to demand a moratortum on 
their debts. National 
Finance fdl Btl30 to 6t430 
and Thai Farmers Bank lost 
BU.7S to Bt38,25, 

KUAX.A LUMPUR was 
dragged 31 pa cent down by 
a weaka ringgit and lossa 
elsewhoe in the region, 
leaving the compostte Into 
10 lower at 4S73L 

fl aming wftnipaTiy Magnnm 

was unda early pressure on 
ooDcems ova its rising debt, 
but it rebounded to dose S 
cents higher at M$L47. 

WELLINGTON fell steeply 
as the sellers moved in 
ahead of key economic data. 
lYade and gross domestic 
product figures, which the 
government will use to final- 
ise its fiscal contingency 
plans, are due later this 
week. Carter Holt 
Harvey fell 14 cents to 
NZ8130. The 40 capital inddc 
came off 3239 or L7 pa cent 
to 134231. 

MANILA lost ground as 
anxiety about the yen sent 
the peso sharply lower in the 
foreign exchange xzrarkets. 

Financials bore the brunt 
of the selling. Phillpi^es 
National Bank* foQ 103 pa 
cent to 4930 pesos. Mrtrcpol- 
itan Bank lost 15 pesos to 232 
pesos. Ihe conmosite index 
ended 5232 or 3 pa cent 
Iowa at L689.^ 


index gave up 335 to 85236. 
Among chips, Tdeffoi- 

lea -Ptal20 te Pte^TDO 
and Tabacalera PtalOO to 
Ptaa,l70. 

ZURICH dosed a range- 
bound fading mar , 

ginally easla as worries 
ova tlm Asian flwanrtaT cri- 
sis and Wan Sfreetis weak 
cli»e on Friday made for 
hesitant frade. The SBO 
index 63 Iowa at 

731L8. 

Against the frend, Rodie 
certificates put on SFrlSS to 
SFtl4,175 and Novartis was 
SFr27 hlgha at SFi23?S as 
buyers returned after both 
issues' recent weakness. At 
the same time, Martin 
Ebner's BZ Rawv was to 
bea buya of Roche. 

A SFi47 fall in Nestle was 
attributed to selling by 
elgn iii v estor s. 

The Insurance sector was 
boosted by news of Warren 
B uffett 's interest in Genaral 
Re. Swiss Re rose SFr65 to 
SFZ3.461, but Baloise fin- 


ished SFr35 lower at 
8Fr3305 on profit-taking 
afta inHiai gains. 

MILAN was weak, 
aUKratg^ analysts noted that 
foe losses were eza^erated 
by several index heavy- 
wei^xts going ex-dividend. 

The reel-time Kfibtd index 
flrrighad 365 OT L6 pa cent at 
29,418 in thin volames.The 
bfibSO fdl 465 or 139 pa ceaA 
to33,a9L 

Most bank shares per- 
formed poorly. BNL savings 
shares bnt&ed thA trend 
were suspended iimit up for 
moat of the session after 
soaring more than 10 pa 

WAW» Ip p)rA.f y Anlwg falriWASA 

On Friday, the treasury 
said It planned to convert 
aa>»h g||ui»|pt zhaiE, only 
ones traded. Into one ordi- 
nary share as part of its lai- 
vatisation. The sharea, per^ 

mitfaH to trade in 

SHRirifTn. dosed 14381 hi^ia 
atU431B. 

Amon g the other flnan- 
wAia, Rawftft di NapoU lost 
LlSO to T.9,awa anri insura 
INA fell 1319 to LS,18L 

PRAGUE was carried 
ahead by a wave of optimism 
among local investors fol- 
lowing the weekend elec- 
tions, but foreign funds kept 
foeir 4tgtarrw>A^ putting a cap 
GO foe advance. The RPDC 
index ftwighoH 153 or 1.7 pa 
cent higfaa at 907.4 

Written and edited by 
Michael Morgan, Jeffrey 
Brown, SmikD Terazmo and 
twva Scott 


Could Latin America provide 
the answer for embattled 
AiTtATg in g znartmt investors? 
Pnnd managers and analysts 
iwiTring fbr 8 silva linii« in 
the clouds of market turmoil 
are *wm»ig south. 

"The regiOD will probably 
offa foe beet results in the 
emetfifig market universe 
from the latter part of the 
year to early 1999.” says 
Jorge Mariscal, regional 
strategist for Goldman 
Sachs, mth strong economic 
fundamentals and sound 
twnpAmAA , the recent selling 
hsM* bear overdone and the 
. .region oSbrs value, he says. 

Howeva, in spite of the 
favourable valuations, some 
feel that it may be too soon 
to jump In. The. risks lie in 
ijitin America's reliance on 
foreign fund inflows at a 
time when the international 
cost of capital remains h ig h . 

"It's a good time for pidt- 
ing' up cheap assets, but 
don't be surprised if they 
don’t petform.” says Amab 
Banerji. chief Investment 
oQlca at Foreign & (folonial 

KfAimgwmAn t 

Moreova, movements in 
American markets, 
which remained resilient to 
the Asian contagion, have 
now become closely corre- 
lated to it Investors have 
been forced to sell their hold- 
Ingsln Tjitrn America to off- 
set losses In Asia and to 
meet their redemptions. 
Asia's ailing markets and 
i-Atin American countries 
with eunent account deficits 
and relatively overvalued 
eunendes were also linked 
in investors wii«4g, tr^ger- 
ing a sdl-off 

"Latin America looks e 
whole lot better than Russia 
or Asia, but that the region 
is less bad doesn’t give much 
comfort," says Desmond 
Tj>i»ViTnan at Smith 

-Barney. 

Although most govern- 
ments in the region have 
foeir budget and fiscal defi- 
cits unda controL Asia’s 
plunge has hit commodity 
prices, whidi in turn have 
eroded export returns. 



Robust domestic demand in- 
some of foe countries, such 
as Mexico and Argentina, 
has led to higher imports, 
suggesting that economic 
could deterio-- 
rate from here. 

This has come at a delicate 
gtA£» A in the political cyde 
for many countries, which' 
may limit the governments’ 
ability to react to possible 
economic shocks, says Mr 
Lachman. With i4)eoming 
presidential elections In 
Ecuador, Colombia, Brazil, 
Venezuela and Argentina 
and lo^ elections in Mexico 
and Peru, politicians wiU be 
reluctant to implement 
spending cuts or tax 
increases. 

In Brazil, the largest mar- 
ket in Latin America, inves- 
tors are focusing on the pri- 
vatisation of Telebras. the 
state-owned teiecommunlca- 
tions group, and the presi- 
dential elections in Octoba. 

President Fernando Hen- 
rique Cardoso, foe key pro- 
ponent of structural reforms, 
is likely to be re-elected. 
However, there is more 
uncertainty over the flota- 
tion of Telebrds, Latin Ame^ 
lea’s largest privatisation, 
sdreduled for late July. 

Although a positive out- 
come could help markets in 
the region, investors will 
need to keep in mind foe 
risk of foe extra supply com- 
ing to the market. 

Emiko Terazono 
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■. AiTERNATiVE INVESTMENT 

TakiR advantage of the cai^ta! increase open to new shareholders 

and subscribe 

Irom Jime 30 to July 6 1998 

for your entry to the world of alternative investments 

Reduce the tiuetBatioBS in. your portfolio by selecting an instrument 
designed to petfonn independently of financial markets 
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Annualized statistics (in USD. Dec. 1996 to May 1998) 


Performance 

Volatility 

Sharpe ratio 

Portfolio Altin 

18.9% 

4.4% 

3.2 

SaJomoD Bond Index 

1.2% 

3.1% 

-0.7 

MSCI World index 

19.3% 

13.1% 

1.1 
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■ AtriN’ portfolio. 
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. A cBBip^y Iteted OB the Swiss Stock Exchange 

Pe^rmaace since lai^di November 1996 to Jane 1 6th 1998 

5M0% 

Yobt bank ol)I be glad to accept yoar snbscription 

-■ For furthw information, please contact 

. ..' ashk Syx & CO; Geneva 

.• Tel. 022/819 0909- Fax 022/ 819 0900 
E-Mail: -syz-cotspan.ch 
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